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AGRICULTURAL PRICE CONTROL IN FOREIGN COUNTRIES - 
SOME OUTSTANDING EXAMPLES... . 


Direct governmental control of agricultural prices has 
become an increasingly important feature of the agricultural pol- 
tcies of various countries since 1930. This control has taken 
diverse forms, ranging from the fixing of practically all agri- 
cultural prices and the regulation of consumption in Germany to 
governmental guaranty of price to the producers of single crops, 
as of wheat in Canada. This article describes some of the more 
important developments in the field of agricultural price con- 
trol in foretgn countries and attempts to evaluate the results 
thus far. achieved, from the standpoint of the consumer as well 
as of the producer. 


INTRODUCTION 


Since the end of the World War, themaintenance or bolstering of the structure 
of farm prices has been one of the principal objectives of government agricultural 
policies the world over. It became especially pronounced with the collapse of agri- 
cultural prices in the early thirties that ushered in the world agricultural depres- 
sion and greatly stimulated government intervention in behalf of farmers. 


Direct and Indirect Price Control 


If we except the period of the World War, which, as is well-known, was char- 
acterized by extensive price fixing in all the belligerent countries, governments 
until recently sought to achieve their price-bolstering aims indirectly. The methods 
used were, for the most part, those of foreign-trade control, import restrictions of 
various kinds with respect to commodities for which the country was on an import 
basis, and export subsidies or bounties for exportable products. In this manner, it 
was sought to shelter the domestic market and prices from the adverse effect of world 
conditions. 


Since 1930, however, foreign-trade control has been increasingly supplemented 
and supported by various financial measures (currency devaluation, etc.) and internal 
market regulation, among which price control of a more direct character has played 
a prominent part. This article deals specifically with the direct type of price 
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control in which prices of agricultural products are authoritatively fixed or regu- 
lated directly and not merely influenced indirectly through measures controlling the 
foreign or domestic trade or production. 1/ 


Totalitarian Countries 


Direct price control has reached its greatest development, of course, in du- 
thoritarian or totalitarian countries like the Soviet Union, Italy, and Germany, 
where it transcends the idea of farm relief and extends to the whole national eco- 
nomic structure, forming an integral part of a general system of compulsory national 
economic planning. In such cases, price control involves a considerable regimenta- 
tion of the producer as well as the consumer. In Germany, for instance, farmers can 
sell livestock only after notifying the proper authorities of their desire to do so 
and obtaining the Government's permission. The Government not only indicates the 
price that the farmer is to receive but also specifies the particular point at which 
the stock must be delivered. Grain growers are required to deliver to the authori- 
ties all the bread grain produced over and above the quantities actually needed for 
seed and bread making on the farm. The authorities specify the rate and final date 
of such deliveries, the delivery points, and the prices to be paid. German farmers 
producing more milk than is required by their own families as fluidmilk must deliver 
the surplus at fixed prices to creameries. There is considerable rationing in the 


sale of foodstuffs to consumers. 


In the Soviet Union, the acreage sown and the production activities are regu- 
lated by the Government plan. The peasants, grouped in less than 250,000 collective 
farms, must deliver specified quantities of their output (as, for instance, acertain 
amount of grain per acre) at fixed, usually low, prices to the Government, which has 
a complete monopoly of all but purely local trade. In addition, farmers must pay in 
kind for the use of the Government-owned tractors and combines and pay part of the 
wages of tractor drivers. Russian farmers may sell the surplus of grain on the local 
market or again to the Government, but at prices higher than those fixed for compul- 
sory delivery and varying in the case of wheat and different industrial crops with 


the quantity delivered. ¥ 


The sttuation in Italy with respect to price fixing of agricultural products 
is the same in principle as that in Germany, although it does not appear to be quite 
50 inclusive with respect to products covered. For many agricultural products, the 
italian Government specifies how much farmers may produce, where they may produce 
them, and at what prices they may sell them. There is practically a Government mo- 
nopoly in the production and distribution of wheat, corn, hemp, wool, silk cocoons, 
and certain other products. Farmers producing these commodities must deliver them 
to Government pools, where they are sold at prices fixed by the authorities. Fur- 
thermore, the retail prices of all agricultural products are fixed by the Government. 
In the case of surplus production, which sometimes occurs with respect to wine and 
certain fruits and vegetables, the Government also regulateS the quantities to be 


marketed. 
Other Countries - Selective Price Control 


Price-control schemes for agricultural products, however, have not been con- 
fined to totalitarian countries. As a matter of fact, they are to be found in the 
United Kingdom, France, the Netherlands, Denmark, Canada, Australia, New Zealand, 


l/ Such measures were described in the January and February 1938 issues of Poreign Agriculture and in a study 
entitled, *World Trade Barriers in Relation to American Agriculture," &. Doc. 70, January 5, 1933, 73d Cong., 


ist sess. 
2/ See Poreign Agriculture, February 1938, Pp. 112. 
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Argentina, and a number of other countries. In these countries the schemes have been 
set up, as a rule, in a piecemeal, opportunist fashion on an individual-commodity 
basis. As a result, their effectiveness varies from commodity to commodity even 
Within a single country. Since there is usually no attempt to coordinate or relate 
these schemes to each other or to uncontrolled prices, it sometimes happens that the 
successful operation of a scheme for one commodity has an adverse effect on other 
commodities. 


In view of the close relationship existing between prices and the underlying 
Supply and demand conditions, price regulation raises the question of the control of 
supplies and consumption. This is the approach usually followed in totalitarian 
countries, where government control of production is common and rationing of consump- 
tion is also resorted to when it is deemed necessary. In nontotalitarian countries, 
while consumption is not regulated, control of supplies sometimes occurs. 


Export and Import Commodities 


With respect to control of ‘supplies, a distinction must be made between com- 
modities on an import basis and those on an export basis or on the margin of self- 
sufficiency. In the case of commodities on an import or deficit basis, the goal of 
price control is generally increased domestic production, and production-control 
measures, of course, are unnecessary. In the case of commodities on an export basis, 
however, the situation is not so simple. The objective here is to insulate the do- 
mestic market from the depressing effect of external conditions. But the very export 
surplus that depresses the price of the commodity is, as a rule, perpetuated or even 
enlarged by price-lifting measures, because they tend normally to stimulate produc- 
tion of the commodity in question. Price-lifting measures, therefore, for exportable 
commodities must be supplemented either by production control, as for example live- 
stock products in the Netherlands and Denmark (discussed in detail later), or by 
bilateral trade agreements, such as those between Hungary on the one hand and Italy, 
former Austria, and Germany, on the other, providing for the disposal of the surplus 
Hungarian wheat. */ 


The alternative to price control is subsidized dumping, which, of course, has 
been widely practiced. Dumping, however, invites retaliatory measures in importing 
countries and was, in fact, partly responsible for the mounting trade barriers in the 
early thirties. Moreover, it provokes competitive dumping by other exporting coun- 
tries. 


Types of Price Control 


Frice. control manifests considerable diversity of form, even between different 
commodities in the same country. We may, however, distinguish two broad classes with 
several subclasses into which the various measures may be divided, although it should 
be borne in mind that an individual-commodity scheme may employ more than one type. 
These: are (1) fixed prices, which may be mandatory for all transactions, or minimum 


Or maximum prices and (2) guaranteed prices. 


Fixed prices, mandatory for all or certain classes of transactions, are gen- 
erally characteristic of price control in authoritarian or totalitarian countries, 
such as Germany, the Soviet Union, and Italy. In nontotalitarian countries, fixed 
prices, as a rule, take the form either of fixed minimum prices, below which farmers 
may not sell their products, or of maximum prices. Producers, however, are not pre- 
vented from selling above minimum or below maximum prices. Perhaps the best example 
of this type is the French minimum wheat price, instituted in 1933. Since August 


B/ See Foreign Agriculture, February 1938, Dp. 101. 
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1936, wheat prices have been fixed by the National Wheat Board, which includes repre- 
sentatives of growers, millers, consumers, and the Government. In addition to price 
control, the National Wheat Board has been vested with the power to control wheat 
imports and exports. 


More common than mandatory fixed prices, outside’ the totalitarian countries, 
are guaranteed minimum prices. Under this system, the government announces a certain 
minimum price at which it stands ready to purchase a commodity. Market prices are 
thus kept from falling below the fixed minimum. This type of state intervention 
attempts to control prices, not through legal compulsion, but through economic means. 
Such a system is followed at present for wheat, flaxseed, and corn in Argentina, and 
for rice in Japan. A counterpart of the minimum prices at which the Japanese Govern- 
ment stands ready to buy rice, is the system of maximum prices at which it is ready 
to sell rice. With prices of wheat in Canada and Argentina set above the world level, 
the two respective Governments have had to sell their accumulated holdings of wheat 
in the world market at a loss. In Argentina, this loss is borne by a special fund 
created from the profits of the Argentine Government on its foreign-exchange opera- 
tions, while in Canada it is covered from the General Treasury funds. 


Another type of guaranteed price is that set by a collective contract agree- 
ment between producers and users of a product. It is for the most part confined to 
industrial crops, such as sugar beets, hops, etc. A good example is the British Hops 
Marketing Scheme, established in 1932. This scheme provides for a Hops Marketing 
Board, which has monopolistic control over the sale of hops. It also has the power 
to bar new hop growers and Otherwise to control acreage. The hop producers are as- 
sured a fixed price for their output over a period of years through an agreement be- 
tween the Hops Marketing Board and the brewers. 


A variant of the minimum guaranteed price is provided by the British wheat 
scheme, according to which the Government guarantees the price to producers on a 
fixed quantity and makes up the difference between what the grower obtains for his 
wheat on the market and the guaranteed price. The funds for this purpose are ob- 
tained from the tax on all flour milled in the United Kingdom from either domestic 
Or imported wheat. When the scheme went into effect in 1932, the guaranteed price 
was equivalent to around $1.30 per bushel and the quantity on which this price was 
guaranteed was 50 million bushels. The guaranteed price has not been changed, but in 
July 1937 the quantity was increased to 67 million bushels. Wheat production in the 
United Kingdom averaged 47 million bushels in the 5 years prior to the inauguration 
of this scheme and 62 million bushels from 1933 to 1937. 


There are, of course, other methods of price control that scarcely lend them- 
selves to classification. Among these may be mentioned the equalization of returns 
to producers selling in different markets through some sort of pooling arrangement. 
Thus, for example, in the United Kingdom all producers, with certain exceptions, are 
required to market their milk through the producer-elected Milk Marketing Board, 
which negotiates prices and terms of sale with distributors. Under the Board's pool- 
ing plan, the lower prices obtained from milk for manufacturing (for making butter, 
cheese, condensed milk, or other products) are averaged with the fluid-milk returns, 
the resultant pool price being adjusted to certain regional differentials. Producer- 
retailers are excepted, but they must pay a small levy into the Board's pool. 


Results and Conclusions 


There has been wide diversity in the type of schemes adopted and in their ap- 
plication to countries and commodities. Each scheme must, therefore, be judged on its 
Own merits, and this is attempted in the following sections dealing with individual 
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countries. In some respects, however, the schemes are related to the form of gov- 
ernment and to the type of agriculture. It is thus possible to discern certain gen- 
eral trends and to draw certain conclusions. 


1. Control of prices has taken diverse forms, but it is possible to distin- 
guish two broad types: (a) prices fixed by the state, which may be mandatory for all 
transactions or merely minimum or maximum prices; (b] prices guaranteed by the state 
or by a collective contract between producers and some industry using the product. 


2. Price control has reached its greatest development in authoritarian or 
totalitarian countries like the Soviet Union, Germany, and Italy, where it extends 
not only to agricultural prices but to the whole national price structure and forms 
a part of a state-regimented economic system. 


3. Direct price control of agricultural products, however, has not been con- 
fined to totalitarian Countries but has been employed in a piecemeal fashion and 
on an individual-commodity basis in many other countries. The latter were motivated 
by the desire to protect agricultural prices against depressing influences or even 
to increase them and by the prevalence of price-bolstering monopolistic or semi- 
monopolistic practices in manufacturing industries - practices that placed agri- 
culture, because of its highly competitive character, at a disadvantage. These 
countries have also been motivated by political and military considerations, which 
have sometimes outweighed economic factors in the development of agricultural policy. 


4. From the standpoint of workability and achievement of desired prices, 
the schemes have been most effective in the totalitarian states. To assure effec- 
tiveness, however, it has been necessary to regiment both producer and consumer and, 
in fact, the entire economic structure. 


5. In a nonregimented economy, the schemes have been less effective, as the 
underlying supply and demand conditions are seldom controlled. Price regulation, asa 
rule, therefore brings tothe fore the problem of control of supplies and consumption. 


6. Selective price control, whereby prices of only one or a few products are 
fixed, sometimes results in a dislocation of the price structure and leads to demands 
for the fixing of prices of other products. 


7. Producer-dominated schemes of price control may, and frequently do, go 
beyond the redress of inequalities between agriculture and industry, to the disad- 
vantage of the consumer and the general taxpayer. 


8. Price control of commodities on an import basis has frequently been used 
to stimulate domestic production. In such cases, prices tend to exceed world levels, 
thereby imposing an additional burden on consumers. 


9. Price-lifting measures for export products tend to perpetuate or even in- 
crease the surpluses that are usvally the price-depressing factor causing employment 
of price-control measures in the first place. Control of production, therefore, is 
necessary to avoid this vicious circle, but it has seldom been used; and price-fixing 
schemes in exporting countries as a result have frequently caused heavy financial 
losses to governments. 


So much for the general picture. The remainder of this article is devoted to 
a description of the outstanding schemes and, where possible, to an evaluation of 
these schemes with respect to their effectiveness in maintaining prices, their effect 
on the agricultural economy, and their cost. The three totalitarian countries, 
Germany, Italy, and Japan, are treated first and are followed by the "other" coun- 
tries in alphabetical order. 
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GERM ANY 


Price fixing has been a central feature of agricultural policy in Germany 
since the Organization of that country's agriculture on a corporative basis into the 
Reichsnahrstand (German Food Estate) under the law of September 13, 1933. 


Price fixing has had a twofold purpose - primarily it has been used to encour- 
age increased production, sinceGermany always has a deficit of agricultural products; 
and, secondarily, unlike price fixing in most other countries, it has been used to 
protect consumers, particularly industrial workers, whose wages have not been allowed 
to increase. With these objectives in mind, producers' prices have been increased. 
Consumers' prices in general also have risen, but not to the same extent. One ef- 
fect, therefore, has been to reduce the middleman's margin. In addition, the latter 
has been hard-hit because restricted imports have in many cases reduced his turn- 
over. 


Price fixing proper starts with the establishment of basic prices to producers 
for the different grades of quality classifications of a given agricultural product 
by regions, fromwhich there are many specified variations depending on the locality, 
season of year, freight differentials, and other factors. 


Where adequate standards of quality are lacking, price regulation has taken 
the form of minimum prices or, in some cases, maximum prices. Products having a par- 
ticularly wide range in grade and variety or those difficult to classify - such as 
Slaughter cattle, wool, leaf tobacco, and hops - are graded and classed by special 
committees in authorized markets. 


Both the form and the objectives of price fixing, therefore, have necessitated 
fixing prices at all points between producer and consumer. With prices no longer 
free to react to supply and demand factors, which formerly resulted in an orderly 
distribution of farm products and their movement from surplus to deficit areas, the 
German Government has found it necessary to take complete control of supplies and to 
direct their movement through all stages of marketing. 


All producers, distributors (wholesale, as well as retail), and processors of 
agricultural-products have been united through compulsory membership into corporative 
Market associations on a regional basis, with a central organization for each group 
of regional associations, which in turn is an integral component of the Reich Food 
Estate. There are, for example, 20 regional grain associations, with the Central 
Union of the Grain Trade acting as their central organization. A similar organiza- 
tional set-up applies to dairy products, eggs, livestock and livestock products, 
Sugar beets, potatoes, and so on. 


Infractions of the price-control system imposed by the Reich Food Estate are 
punishable by fines up to 100,000 reichsmarks (equivalent to $40,000) and/or imprison- 
ment, depending on how serious the offense is regarded. The totalitarian nature of 
the German control system is characterized by. the following extract from a recent 
book by the former director of the Institut the Landwirtschaftliche Marktforschung 
(Berlin): " * * * for an adequate evaluation of the German fat plan it must be noted 
that the mechanism operates within the framework of an omnipotent and omnipresent 
State with absolute authority, which has suspended all kinds of freedom of expression 
by citizens and habeas corpus rights also. Without this political prerequisite the 
plan would be doomed, in its most important devices of direct price control, if not 


in all its parts." 


4/ Brandt, Kerl, fhe German Pat Pian and Its Economic Setting, Standord University, 1938, p. 3512. 
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Selected Examples of German Price Control 


Inasmuch as fixed or controlled prices obtain in Germany for virtually all 
agricultural products and a complete enumeration, together with the details of price 
control, for all the products involved would far exceed the space limitations of the 
present study, some of the outstanding commodities or commodity groups have been se- 
lected for illustrative discussion. 


Grains - Regulations applying to the bread grains, wheat and rye, have been 
among the most complicated and all-inclusive of those promulgated by the Reich Food 
Estate for the various commodities or commodity groups. A duplicate control over 
volume and prices, respectively, has been maintained by the authorities. Basic quotas 
for the annual delivery of wheat and rye are assigned some 2 million German grain- 
growing farmers. Final determination of the actual quantities to be delivered, how- 
ever, is not made until the end of the growing season. Similarly, quotas are assigned 
to German flour millers, flour prices are fixed according to district, and stringent 
regulations obtain with regard to observing the specified degree of flour extraction 
and the designated prices for byproducts. 


Fixed prices are established for bread and feeding grains, which vary accord- 
ing to specified district, month of the grain-marketing season, freight costs, and 
so on. Domestic prices have been established at a level well above world market prices 
Since the grain-control system was inaugurated in 1933-34. 


The sale of wheat and rye for feeding purposes has been generally prohibited 
the past '2 years, and farmers have been urged not tofeed their own rye but to deliver 
it to the local grain authorities in exchange for other feedstuffs.. The eight types 
of wheat flour formerly authorized were reduced to one type (No. 812), effective 
December 1, 1937, with compulsory extraction raised from 75 to 78-80 percent in the 
crop years 1936-37 and 1937-38. For rye flour, the lowest permitted extraction was 
raised from 75 to 80 percent in 1937, and the utilization of bread grains for dis- 
tilling purposes was prohibited. The compulsory admixture in rye flour of certain 
percentages of potato flour and corn flour was also prescribed. These various re- 
strictions on grain utilization were adopted primarily on account of short crops. 


As a’result of the generally large harvests in 1937 and the record harvests 
following in 1938, German grain-market regulations for 1938-39, while continuing to 
be governed by a policy of the greatest economy in the use of grain, have been con- 
siderably modified in certain respects.. The most notable changes, perhaps, are the 
abolishment of specified grain-delivery dates (except for oats), and the decision to 
build, immediately, new grain-storage capacity to the extent of 2 million tons. 


Moreover, mills of more than 750-ton capacity are now required to Carry at 
least 2 months' grain requirements. The milling regulations have been twice relaxed 
to permit somewhat lower extraction for rye flour, the compulsory admixture of corn 
flour has been rescinded, and that of potato flour with wheat and rye flours has been 
reduced. While these developments signify a fundamental change in the German grain- 
supply position, there has been no modification of the system of fixed prices for 
grains and grain products all along the line from producer to consumer. 


Livestock and meats - Fixed prices are determined for hogs and cattle in each 
of the principal German livestock markets by the Central Union of the Livestock In- 
dustry. Prices paid in the local markets are a fraction lower than prices estab- 
lished for the main market of each district. Wholesale and retail prices are fixed 
for the principal kinds of meats and are controlled by the various supervisory com- 
ponents of the Central Union and by the local authorities. The primary aim of price 
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fixing for livestock has been to adjust production to available feed supplies, which 
in themselves have tended to be restricted through curtailment of imports. The au- 
thorities, however, have always kept in mind the desire to increase the general level 


of livestock production. 


The present system of fixing hog prices evolved after 2 years' experience in 
trying to overcome shortages in both hog and feed supplies by market regulation and 
partial price fixing. 


Hog prices are now fixed for a year in advance. The basic price, which ap- 
plies to hogs weighing between 180 and 220 pounds, tends to be constant from year to 
year; but the premiums paid for hogs weighing in excess of 220 pounds varies in ac- 
cordance with feed supplies. When feed supplies are plentiful, premiums paid for 
heavier hogs are substantial and farmers are thus encouraged to feed to heavier 
weights. When feed supplies are scarce, premiums are removed, thereby encouraging 
farmers to market their hogs at lighter weights and conserve their reduced feed sup- 


plies. 


The motives back of fixed prices for cattle were similar to those for hogs; 
but, in addition, it was necessary to fix cattle prices in order to keep beef prices 
in line with pork prices. After a few years' experience with maximum cattle prices 
and market regulations, the various measures were combined into a comprehensive 
scheme, closely resembling that applied to hogs, with prices fixed on the basis of 
grade and market location. 


In general, it can be said that prices of livestock in Germany during the past 
3 years have been remunerative to producers. Part of the higher prices has been 
borne by the consumer, but a large part was achieved through a reduction in process- 
ing and distributing margins. 


Milk and dairy products - Prices and price spreads are fixed in Geftmany for 
milk for fluid consumption, as well as for butter and cheese, at each point of the 
flow from producer (or processor) to consumer. Milk for manufacturing into butter, 
cheese, Or other milk products is dealt with separately. An equalization fee is 
levied on milk supplied for fluid consumption to compensate the producer of milk 
supplied for manufacturing purposes (dairy products), for which a lower price is ob- 
tained. For this and other purposes, allmilk producers, processors, and distributors 
are members of regional dairy associations, 19 in number, which in turn are combined 
into the Central Association of the German Dairy Industry. 


Farmers have benefited by an increase since 1932-33 in returns from milk both 
for fluid consumption and for manufacturing (processing) purposes. On the other 
hand, consumer prices for fresh milk have been virtually pegged to the reduced levels 
of 1932-33, or only slightly higher. This has been possible through reduction in 
distributors’ profit margins and introduction of greater efficiency otherwise in 
milk distribution. 


In Berlin, for instance, the spread between producer and consumer prices for 
fresh milk has been lowered to 8 or 9 pfennigs (exclusive of a -1-pfennig equaliza- 
tion fee) from 10 or 11 pfennigs in 1933 and 12 pfennigs or more in previous years. 
According to the German Institute for Business Research, average farm receipts for a 
liter of milk have increased from 8.9 pfennigs in 1932-33 to 10.7 pfennigs in 1936-37. 
Total farm cash income from milk (including milk products) rose from 1,371 million 
reichsmarks in 1932-33 to about 1 ,650 million in each of the three following seasons, 
and to 1,723 million reichsmarks in 1936-37. 


§/ 1 pfennig is equal to one-hundreth of a reichsmark, or approximately four-tenths cent at current rate of 
exchange. 
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In contrast with consumer prices for fluid milk, prices for butter and fat in 
general have been raised considerably (German butter prices are more than twice the 
world market price) under the present control system. Beginning with 1935, there 
have also been periodic shortages of butter. The utilization of fats for whipped 
cream, cheese with cream, and fat-containing foods has been generally regulated and 
restricted for some time. Imports of butter and certain fats have been heavily cur- 
tailed since the present control plan went into effect. 


Butter continues to be rationed in Germany, and the ration recently has been 
reduced from one-half to around one-third pound per person per week in some metropol- 
itan areas, though this appears to vary. Of considerable importance was the decision 
to raise the producer prices of all milk delivered to creameries, effective October 8, 
1938, by an amount averaging about 2 pfennigs per liter (an increase of 18.5 percent) 
for the Reich as a whole. This is calculated to increase total farm income by some 
330 million reichsmarks, or around 3.5 percent, and to have a very beneficial effect 
upon the efforts to expand milk and butter production, which have been seriously 
checked by foot-and-mouth disease and the critical shortage of farm labor. 


Tentative Appraisal of German Price Fixing 


Price fixing as such has, in general, been quite effective in Germany as de- 
veloped under the corporative control of agriculture through the Reich Food Estate. 
The specified basic prices, with the prescribed deviation for region, locality, grade 
or other quality classification of the product, season, freight differential, or 
Other factors, have been well-maintained for producer, processor, and distributor. 
Evasions have occurred to some extent, but they do not gppear to have been sufficient- 
ly widespread to affect appreciably the efficacy of the price-fixing system. In this 
connection, the heavy penalties applying to infractions of the scheduled fixed prices 
should be borné in mind. 


A significant development with respect to fixed prices to German producers 
for agricultural products has been the consequent fixing of prices for the same prod- 
ucts (including their processed forms) at each stage of distribution down to the 
ultimate consumer. Moreover, it may be pointed out that the cost of the administra- 
tive set-up necessary to carry out the corporative control of German agriculture has 
by no means been inconsiderable. 


An appraisal of the economic results of price fixing, as applied to virtually 
all agricultural products in Germany, necessitates an examination of how German agri- 
culture (or more particularly, the producer) has fared in general under corporative 
control by the Reich Food Estate since the sammer of 1933 and how consumers general- 
ly have been affected. With regard to German agriculture proper, it would be diffi- 
cult to estimate, even ina general way, the amount or degree of recovery since 
1932-33 due to corporative control as distinguished from that due to inherent recup- 
erative forces and, particularly during the past 2 or 3 years, that occasioned by 
the abnormally stimulated industrial upswing paralleling the huge rearmament pro- 
gram. It may be said, however, that German agriculture has made substantial recovery 
over the depressed conditions of 1932-33, particularly in a greatly improved and 
generally stabilized price level for virtually all agricultural products. Whether 
this recovery would have been more or less pronounced under a liberalistic system is 
a matter of conjecture. 


Effects on Producers - The gross farm valve of Germany's total agricultural 
production has increased from 8.7 billion reichsmarks in the cropyear 1932-33 to 
12.6 billion (preliminary estimate) in 1937-38; for 1928-29 it was 14 billion reichs- 
marks. Including products from imported feeds, the index for the physical volume 
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of German farm production has risen from 104 in 1932-33 to 117 in 1937-38. Of par- 
ticular significance to German agriculture is the closing of the wide gap between 
prices for farm products and prices for industrial manufactures, so pronounced in 
1932 in favor of industrial goods. 


The assumption appears to be warranted that German farmers during 1934-1936 
benefited from Government control and recovery measures, as a whole, out of- propor- 
tion to other classes of the population. In National Socialist ideology, the peas- 
antry represents the State's main source of strength, and the ultimate goal is 
autarchy or self-sufficiency in food requirements. Early in 1937, however, the em- 
phasis theretofore directed to farm production coupled with profitability was shifted 
to increased gross farm production even though profits were not correspondingly in- 
creased or perhaps were even diminished. 


Notwithstanding the increase in total farm output and in cash sales during 
the crop years 1936-37 and 1937-38, the financial position and condition of the German 
farming community presents a less favorable picture. The gain in the value of farm 
production and income from farm sales, in line with the steadily rising output, has 
been accompanied by a similar increase in farm expenses, which for small farms has 
tended even to run ahead of income under the constant effort to intensify produc- 
tion. &/ The principal factor in this development is the critical and growing short- 
age of farm labor. 


Consequently, the net cash income now accruing to German farmers for personal 
requirements and savings is not increasing at a time when it is needed to reinvest 
for production and, significantly, at a time when farmers and peasants are beginning 
to feel that they should share in the fruits of general economic revival. Although 
the 1938increases in livestock .and milk prices were an attempt to satisfy this feel- 
ing, it is generally recognized that prices to consumers cannot be raised while wage 
levels are held stable and that further agricultural price measures, therefore, can- 
not solve the problem. 


Nevertheless, the position of German farmers with respect to prices received 
for their products and to stability of income has been greatly improved. In return, 
however, farmers have been subjected to extreme regimentation in all their activities, 
except that there has been no direct control of production because the primary aim 
of the Government has been to increase production of all agricultural products. 


Effects on Consumers - Price fixing of agricultural products, as practiced 
ender corporative control through the Reich Food Estate, has borne very heavily on 
the mass of German industrial workers and those of the middle classes not engaged in 
agriculture. Domestic prices for several of the most important agricultural prod- 
ucts - wheat, rye, hogs, beef cattle, butter, eggs, sugar, and wool - have ranged 
from 200 to 300 percent or more above world market prices since 1934. For sugar 
alone, the domestic price has been four or more times the world market price. V/ 


Milk for fluid consumption is perhaps the most notable exception to the fore- 
going; increased prices received by producers have not resulted in increased retail 
prices, owing to the economies that have been effectuated in distribution costs. Be- 
sides milk, and possibly a few minor commodities, there appears to be little, if 
anything, of benefit to consumers inthesystem of fixed prices for agricultural prod- 
ucts as it has functioned in Germany. Hourly wage rates for industrial workers have 


In an article, "Agricultural oe in Germany,* in the weekly report of _ German Institute for Business 
Rename. Gated August 25, 9928, the following ¢ "It should, moreover, be kept mind that even in 


192%6-37 the increase in expenditure was greater @ increase in receipts." 
v ese aur Wirtschafts lage, published by the Institute fir Konjunkturforschung, Berlin, May ®, 
ps. 
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been virtually stabilized at the relatively low levels of 1932, while a heavy in- 
crease in food costs has taken place under the price-control system of the Reich 
Food Estate. Moreover, there have been periodic shortages of some foodstuffs, nota- 
bly fats, eggs, and certain meats, although these are more the result of curtailed 
imports in line with the policy toward agricultural self-sufficiency than of the 
system of price fixing. Percentage limitations on the slaughter of livestock have 
been in effect at various times during the past; and the rationing of fats, particu- 
larly butter, has been practiced during the past 2 or 3 years. 


The burden on consumers would have been even heavier had not part of it been 
transferred to the middleman, who has suffered not only from a reduction in the 
spread between producer and consumer prices but also from a reduction in the volume 
of goods handled as a result of reduced imports and curtailed consumption of many 
commodities. 


' ITALY 


Early Attempts at Price Fixing 


Government price fixing of some agricultural products was adopted in Italy 
almost immediately after the advent of fascism in 1922. From that time until the 
fall of 1935, there existed two types of fixed prices: those set by the central 
Government at Rome, which were applicable to the country as a whole, and those fixed 
by the various municipalities and used locally. karly in the history of the regime, 
the Government fixed maximum prices for wheat, flour, and meat, while local maximum 
retail prices were fixed by each municipality for the principal types of food prod- 
ucts. Control of, and general adherence to, fixed prices during that early period 
left much to be desired. 


In June 1934, the regional Intersyndical Committees, which had originally 
been set up to study production and marketing costs, were empowered to issue maximum- 
price lists. These Committees were made up of the regional secretary of the Fascist 
Party, a delegate of the Prefect or head of the Province, a delegate of the Provin- 
cial Office of Corporative Economy, and one representative each from the local em- 
ployers' and workers' organizations. Their lists gave the maximum prices above 
which retailers were not to sell 21 principal consumption articles. These included 
20 food products; namely, bread, wheat flour, corn flour, rice, dried beans, food 
pastes, potatoes, beef, fresh pork, sausage, dried codfish, eggs, lard, salt pork, 
¢heese, butter, olive oil, sugar, roasted coffee, and milk. in fixing maximum prices, 
the Intersyndical Committees considered all costs to the retailer, including trans- 
portation charges, selling costs, and reasonable profit. Aside from the Intersyn- 
dical Committees' list, the local branch of the Fascist Party issued the "indicative 
list," which showed the lowest prices practicable for the community. Adherence to 
this list was not compulsory, and its purpose was said to be to set a local "just 
price" and thus exert a moderating influence on the market. 


Development of Central Price Control 


Central and uniform price fixing for italy as a whole, as distinguished from 
local and haphazard price fixing by each municipality, is comparatively recent. Be- 
fore reaching its present all-inclusive development, however, it went through three 
different phases. 


Price control as a war measure - The first period in central price fixing was 
mainly political in nature and lasted from October 1935 to October 1936. It was 
started as a war measure during the Italo-Ethiopian conflict for the purpose of pre- 
venting hoarding and speculation during the period of economic sanctions. 
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Fixing of prices of food products and some industrial commodities applicable 
to the whole country was entrusted to the Permanent Price Committee of the Fascist 
Party, which was established in the fall of 1935. Because of the existing rigid 
censorship and the mystery then shrouding the country, the date of establishment and 
the composition of this Committee were never officially announced. It is known, how 
ever, that its membership included representatives of the Ministries of the Interior, 
Agriculture and Forests, Finance, Communications, and Press and Propaganda, the Cen- 
tral Institute of Statistics, the Fascist Federations of Employers and Employees, 


the Agencies for Credit and Insurance, the National Commission of Cooperatives, and 


the Under Secretary for Foreign Exchange and Trade. The Committee's price-fixing 
activities were designed to keep down costs of commodities needed for the war, to 
eliminate speculation, and to assure regular supply of goods. Although the lnter- 
Syndical Committees continued to fix prices locally, their work was coordinated in 
keeping with the country's interests and thereafter the initiative came fram the new 
Permanent Price Committee. From that time-on, the fixing and control of prices was 
to become the center of the Fascist Party's activities. 


Little is known of the early life of the Permanent Price Committee, which 
seldom met in its entirety. Its agricultural section met in November 1935 and fixed 
the maximum price of corn at 80 lire per quintal ($1.65 per bushel) after a specula- 
tive market had increased prices to 95 lire ($1.96). &/ In March 1936, the Committee 
fixed wheat prices at 115 lire per quintal ($2.50 per bushel) for soft wheat and 130 
lire ($2.82) for hard wheat. Yet, despite the existence of wheat pools, many farm- 
ers sold their product outside the pools at prices above those fixed. A committee 
order dated June 16, 1936, compelled farmers to deliver all their wheat to the pools, 
where they could be paid immediately upon delivery. In other words, although the 
"battle of wheat" was begun in 1925, itwas not until June 1936 that the wheat market 
was put under the Government's rigid control. During its first year of Operation, 
the Permanent Price Committee also fixed maximum prices applicable to all of Italy 
for other agricultural products, including olive oil, wheat flour, rice, beans, canned 
tomatoes, coffee, pork, butter, cheese, and eggs. 


Effects of devaluation - The second phase of central price fixing began in 
October 1936, following the devaluation of Italian currency. Its purpose was to 
maintain the consumer's purchasing power, to protect the currency, and to obtain 
some advantages in foreign trade through price manipulation. It is significant that 
the first two phases of central price fixing dealt chiefly with the fixing of maxi- 
mum prices, mainly for agricultural products, above which producers were not to sell 
their commodities. The system spread from the 21 consumption articles originally 
fixed to practically all commodities. Except in a few cases, no increase in price 
was allowed over the rates in existence in September 1936. Wholesale and export 
prices were also fixed. A division of labor was adopted, whereby the principal task 
of the Permanent Price Committee was to fix wholesale and export prices applicable 
to the country as a whole, and the main work of-the Intersyndical Committees was to 
fix maximum retail prices for each- community, but with the country's interests in 


mind. 


During this phase of the development of price fixing and control, the activi- 
ties of the Permanent Price Committee were numerous, at times going beyond mere price 
fixing. In October 1936, the maximum wholesale price of corn was fixed at 82 lire 
per quintal ($1.15 per bushel) and that of first-quality ‘seed oil at S90 lire per 
quintal ($0.14 per pound). The fixed price of milk for industrial uses was to be 
used as a base in fixing prices for cheese and butter. Prices were fixed for retail 
and wholesale trade in refrigerated eggs. In December 1936, the wholesale price of 


8/ Conversions throughout have been made at the exchange rates prevailing during the periods under discussion. 
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first-quality olive oil was fixed at 800 lire per quintal ($0.19 per pound). In 
January 1937, the wholesale prices of rough and polished rice were fixed at 84 and 
160 lire per quintal (2 and 3.8 cents per pound), respectively. More price-fixing 
measures were adopted in the case of malt, cheese, hogs, wool, butter, and coffee. 
Even prices of kthiopian products, especially coffee, were fixed. 


"Permanent Corporative" price control - The third and present phase in the 
development of central price fixing began on April 28, 1937. Unlike the first two 
phases, it was not caused by any special political or economic emergency but is said 
to represent an integral part of the Fascist long-time program of obtaining a "just 
corporative price." Under this all-embracing economic control, where both maximum 
and minimum prices are fixed, the interests of the population as a whole are con- 
Sidered rather than those of the consumers alone, as was the case in the first two 
periods of development.- The Fermanent Price Committee was abolished and its work 
taken over by the Central Guild Committee. it was also decided that in case of emer- 
gency the Minister of Corporations would be solely responsible for price fixing. The 
Central Guild Committee included representatives of the 22 guilds or corporations 
and many cabinet officers, with the Minister of Corporations as President. The 
Intersyndical Committees were also abolished and local price fixing given to the 
Frovincial Councils of Corporative kconomy. khach of these Provincial Councils is 
composed of 16 members, including the Prefect of the Province as president, the Fed- 
eral Fascist Secretary, representatives of the Fascist Federations of Agriculture, 
Commerce, and industry, one worker and one employer of the Uredit.and Insurance Fed- 
eration, and one representative of the Professional and Artists' Guild. Moreover, 
Technical Commissions were appointed in each Frovince to investigate the prices of 
various commodities. 


{in fixing prices the Central Guild Vommittee must investigate production costs 
in order to arrive at a "just corporative price" and stop speculation. [he price of 
imported products is fixed after taking into consideration the cost at origin, the 
expense of transportation, and what is believed to be an equitable profit. The Pro- 
vincial Councils of Uorporative kconomy, on the other hand, must cooperate with ex- 
perts of the Fascist Confederation of Merchants before fixing local retail prices. 


Control over prices has become one of the principal instruments of the cor- 
porative system of government. Aimed now at stabilizing the national economic life, 
it has spread over a great variety of commodities, agricultural as wellas industrial, 
In every stage of production. [To obtain stability in production, prices of important 
agricultural commodities such as wheat, rice, olive oil, and silk are now fixed at 
the beginning of each marketing season for the entire year. 


The chief instrument of local price fixing is the maximum price list, which 
must be posted in each shop. I1t contains the highest prices that may be charged at 
retail and wholesale for each article and is usually published every 15 days. When 
this list was first established, it gave prices of only 21 commodities, but at pres- 
ent it contains over 30 quotations for retail goods and about the same number for 
wholesale commodities. The Provinces are allowed to publish other price lists for 
items not included in that maximum price list. The greatest publicity is given these 
fixed prices, as well as all price changes, through the radio and the press. Fro- 
vincial prices are fixed on the basis of the national prices established by the Cen- 
tral Guild Committee at Rome and become official for the center of the Province. 
Just as the prices fixed by the Central Guild Committee at Rome are used as a base 
for the Provincial price list, so the Provincial list is used in turn as a base for 
the maximum price lists in each community. in no case, however, can the local boards 
of the communities fix prices higher than those on the Provincial list. 
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A change to higher prices is effected after investigation by the Central Guild 
Committee at Rome. In general, changes come at the request of producers who complain 
about increased costs of -production. Price changes are usually sent out to the 
Provinces by telegraph. No authorization is necessary to lower prices, although the 
Ministry of Corporations can and does initiate the lowering of price quotations. 


Consumers are advised to become familiar with the price lists, but there is a 
definite tendency among retailers to charge the maximum price. If a customer feels 
that he has been overcharged, however, he may call the market police, which is es- 
pecially assigned to check prices in local stores and markets. Fines and imprison- 
ment are provided by law against dealers selling at more than the maximum price. 
Yet, im spite of threats and persuasion used to keep producers, wholesalers, and 
retailers from raising prices over the fixed maximum rates, many dealers do so. 


In the December 1937 meeting of the Central Guild Committee the new corpora- 
tive objectives of price control were said to be the protection of the purchasing 
power of the masses and the development of national self-sufficiency. In order to 
attain these objectives, the Committee decided that both retail and wholesale prices 
should be kept as low as possible, that minimum prices for important agricultural 
products should be fixed fcr long periods of time, and that rigid price control should 
be continued to keep down the cost of living. 


Appraisal of Results 


Because general price fixing and control in Italy is quite recent, it is not 
easy to appraise it. in fact, the system is by no means a finished product and is 
continuously undergoing changes. its aims and structure have often been changed to 
meet the exigencies of the moment; and, even though the present phase is said to be 
a permanent and integral part of the Fascist corporative system, it is by no means 


stable. 


There is no doubt, however, that had it not been for the establishment of 
maximum fixed prices during the Ethiopian War, the sanctions period, and following 
the devaluation of the lira in October 1936, consumers would have paid higher prices 
for their purchases. Yet, even during the "normal" month of December 1938, in the 
period of "jiist corporative prices," consumers had to pay the equivalent of 16 cents 
a pound for sugar, 75 cents a pound for coffee, 39 cents a pound for butter, 33 cents 
& pound for cheese, and 22 cents a pound for olive oil. These must be considered 
high prices in a country where industrial wages average about 10 cents an hour. 


The fixing and guaranteeing of minimum prices to farmers as an encouragement 
to increase production has proved a disappointment to its originators. For, while 
Italy is an agricultural country, production in years of normal weather conditions 
has barely been sufficient to meet domestic food requirements. On the other hand, 
the slightest unfavorable change in: the weather has resulted in short crops and food 
shortage, so that price fixing, per se, has not altered this vital fact. 


JAPAN 


Price control in Japan has been limited to rice, the principal article of the 
Japanese diet and the country's major crop. More than half of the entire arable land 
is under rice; more than half of the value of all farm products is represented by 
this cereal; and the majority of the farming population is engaged either exclu- 
sively or incidentally in rice cultivation. 
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Japan has been confronted with the problem of how toprevent sharp price fluc- 
tuations and how to maintain the price of rice at a level that would satisfy the best 
interests of the country. ln dealing with this problem, it became apparent at the 
outset that the regulation of the price of rice could not be entrusted to producers 
without injuring consumers, and vice versa; it remained for the Government, therefore, 
to stabilize rice prices at a level that would reconcile the divergent interests of 
the two groups by assuring remunerative prices to producers and fair prices to con- 
sumers. 


Since 1921, the Government has attempted to control the price of rice, chief- 
ly through purchase and storing of the commodity when prices were high and selling 
it when prices were low. At first such operations were carried out at prevailing 
market prices; but after a decade an important change took place, a change still in 
force. It was provided that the Government should neither buy nor sell rice until 
the market price had fallen below a given minimum or risen above the maximum price. 
The cost of production determines the minimum price, while the cost of living deter- 
mines the maximum. In fixing these prices, due consideration is given to the market 
price of rice in relation to the price of other commodities. 


Until about 1936, the net result of these measures, particularly from the 
point of view of rice producers, was negative. During the period of acute agricul- 
tural distress, the control policy of the Government failed to prevent the fall of 
the price of rice to a point where it affected very adversely the country's agricul- 
tural economy. Furthermore, the total loss sustained by theGovernment in the attempt 
to bolster up the price-control measures during 1921-1932 amounted to 185 million 
yen. The dissatisfaction with the existing situation brought about the enactment of 
new measures, embodied in the Rice Law of March 29, 1933, and the Imperial Ordinance 
of October 23, 1933. The new laws signified the extension of Government intervention 


in the rice market. 


As previously, the: Government was to fix the minimum and maximum price of rice, 
but at the same time an important modification was introduced. Originally, the mini- 
mum price, once fixed, had been good for the entire year. Many farmers in need of 
funds, knowing that the minimum price would not be changed upward and having no hope 
of selling in a free market at a higher price, hadoffered the Government large quan- 
tities of rice at the beginning of the season. This had tended to depress the mar- 
ket. To avoid this, the rice-control measure was amended in the following manner: 
For the period from January to March, the minimum price was fixed in December and 
increased each month by a sum equal to the interest on the money and to the storage 
charges; in the period from April to October, the minimum price, as increased in the 
month of March, held good. 


By this measure, which insured an increase in price each month equal to the 
interest on the money and the warehousing charges, it was intended to reassure rice 
growers and to prevent them from selling in undue haste upon the arrival of the new 
rice. At the same time, the glut of sale offers to the Government at the minimum 
price was reduced and the financial charges on the Treasury diminished. 


Up to 1936, a characteristic feature of the attempts to regulate the price of 
rice was the necessity for the constant increase in Government funds for this purpose. 
The original sum of 200 million yen set aside for Government market operations had 
to be raised gradually to 850 million yen, with a provision permitting a further in- 
crease Of 300 million yen. Prospects for the future lay along similar lines - unless 
the system of price regulation was modified. This the Government undertook to carry 
Out by the enactnent of the Autonomous Rice Control Law (May 28, 1936), which is in 


operation today. 
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More concretely, the law aimed to accomplish the following results: First, 
to prevent the fall of rice prices caused by the glutting of the market; second, to 
prevent the rise in prices by releasing, when necessary, the rice stocks and per- 
mitting free sale on the market; last, but not least, to reduce the volume of rice 
purchased by the Government for the purpose of market regulation, thus diminishing 
the financial burden on the Treasury. 


As to the methods of accomplishing such results according to the provisions 
Of the act, at the beginning of every rice year, an estimate is made of the total 
Supply, the demand, and the probable surplus. ln order to take care of the available 
surplus, the Government obliges the farmers of Japan to store 35 percent of it; those 
of Chosen, 43 percent; and those of Taiwan, 22 percent. These ratios are provisional 
and subject to change. The immediate net result is the withholding from the market 
of huge quantities of rice. 


in.order to carry out the storage operations, local associations are organ- 
ized, comprised of landlords, independent farmers, and tenant farmers. The local 
associations are grouped together into a federation withmain offices in each Prefec- 
ture of Japan proper and in each Province of Chosen and Taiwan. One central organi- 
zation directs and supervises the work of all federations. The Government fixes a 
storage quota for the area controlled by each federation; the latter divides the al- 
lotment among the associations; and it is the duty of an association to determine how 
much rice each member shall deliver for storage. 


Rice purchases and sales at the official price take place through the federa- 
tions. Surplus rice is kept in storage until such time as the market price rises 10 
percent above the official maximum price, or until the Government gives permission to 
put the rice on the market irrespective of the prevailing market price. Release of 
stored rice to be sold freely on the market may take place at the end of the rice- 
growing season during which the stocks are formed; when the need is especially evi- 
dent in the case of disasters or other events of an extraordinary character; or 
whenever it is necessary to dispose of the rice because of deterioration in quality. 


The above outline indicates the framework of the autonomous administration 
for the control of rice prices. its significance lies in the attempt to shift a 
considerable degree of responsibility to the farmers. in accordance with the earlier 
rice-control law, the Government had to purchase an unrestricted volume of rice of- 
fered by the farmers at a fixed minimum price. This called for a huge outlay. Under 
the new scheme, theGovernment is spared the necessity of making heavy purchases even 
in years of large crops. The storage of rice largely takes the place of Government 
purchases. The expenses for subsidizing stored rice are expected to be considerably 
smaller than those incurred in the outright purchases. | 


Since the enactment of the above measures, the market price of rice has kept 
close to the Official maximum price. The income of the farmers has increased accord- 
ingly. This, however, cannot be ascribed solely to Government control policies. The 
absence of record-breaking crops, the Sino-Japanese war with increased demand for 
food for military purposes, and the general upward movement of prices in Japan occa- 
sioned by the war-all these factors have tended to cause a rise intheprice of rice. 
lt is difficult, therefore, to isolate the element of price control as it has func- 
tioned since 1936 and ascertain the degree to which it has helped to maintain rice 


prices at the present levels. 


From the short and immediate point of view of the consumer apd of the coun- 
try's industrial development, there was some advantage in the failure of Government 
measures to raise agricultural prices. Cheaper food made possible the maintenance 
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of a relatively lower cost of living throughout the country and was also one of the 
factors that kept industrial wages and industrial costs at low levels, thereby facili- 
tating exports. The advantages thus derived at the expense of agriculture, however, 
may be short-lived, especially as agriculture plays an important role in the country's 
economy as a whole. Since almost half the population of Japan derive their income 
from agriculture, the sharp decline of agricultural prices meant a sharp reduction 
of their income and a corresponding lowering of their purchasing power for manufac- 
tured goods. This development may not have loomed large in the eyes of urban consum- 
ers during the period of ever-expanding production, chiefly for export. A recession 
in the export trade, however, and a consequent greater dependence upon the domestic 
market may easily erase whatever gains the consumer enjoyed through the purchase 
of agricultural products at low prices. 


Prior to 1936, the method of control, consisting chiefly of purchasing rice 
when the price declined below a certain point and selling it when the price rose 
above a certain point, was seldom instrumental in raising the price to the desired 
level. The Government aimed to institute a price-control system without establish- 
ing any control over production, although the effectiveness of the former depended 
to a great extent upon the existence of the latter. When the Japanese Government 
guaranteed the farmers a minimum price, which was presumably a remunerative price, 
it was, in effect, inviting the farmers of Japan and of the colonies to produce as 
much rice as possible. The more effective the price-raising scheme, the greater is 
this incentive to increase production. This leads to larger surpluses, which, in 
the long run, tend to defeat the price-control measures. 


It should be mentioned in conclusion that the Government plan to control rice 
prices was not intended as a lasting solution of the Japanese rice problem. lt was 
essentially a palliative set-up to take care of emergency situations. Once started, 
however, it was almost impossible to discard, although its effectiveness was nul- 
lified in part by the increase in production. 


ARGENTINA 


The guaranty of minimum prices by the Government has been a significant fea- 
ture of Argentina's farm-relief program of the past 5 years. Wheat, corn, and flax- 
seed are the major crops for which the ArgentineGovernment has established guaranteed 
Minimum prices. These are basic commodities, which, together with the products of 
the livestock industry, constitute the basis of the national economy of Argentina. 
The gvaranty of minimum prices for them covers, in general, two periods. The first, 
which includes 3 consecutive crop years, extends from November 1933 to January 1937. 
The second dates from November 1938 to the present. 


Aim and Methods of Fixing Minimum Prices 


The purpose in setting up and administering the minimum-price-guaranty scheme 
has been to prevent the prices received by producers of the specified commodities 
from falling belowthe level that is considered necessary to cover cost of production. 
No attempt is made to limit production or to reduce the cultivated acreage of these 
commodities. But there have been in use simultaneously such supplementary measures 
as currency devaluation, refinancing of farm debts, and control by the Government of 
the foreign-exchange system of the Nation. To administer the minimum-price plan, a 
Grain Regulating Board was created by executive decrees of November 28, 1933, and 


November 14, 1938. 


The Grain Regulating Board consists of 14 members appointed by the President. 
The membership represents the Ministry of Agriculture, the Bank of the Nation, the 
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Rural Society of Argentina, the Board of Trade, the National Commission of Grains, 
and some growers' cooperatives. The primary function of this Board is the purchase 
of wheat, flaxseed, and corn whenever the market prices fall below the guaranteed 
minima established by the Government. The extent, therefore, to which the Board is 
required to make purchases depends entirely upon the world price levels in relation 
to the guaranteed minimum prices in Argentina. Moreover, the guaranteed minimum 
prices are not enforced, and individuals are left free to buy and sell .in the market. 
The Board§s administrative expense, as well as the financial losses incurred when it 
has to sell commodities in the world market at less than the prices paid for them in 
Argentina, are covered from a special fund created from the profit made by the Gov- 
ernment in its foreign-exchange operations. Should this fund be insufficient, addi- 
Minn money, according to the law now in force, may be had from the Bank of the 
ation. 


A word may be said about the profits made in connection with foreign-exchange 
operations. These arise from the Government's activities in buying export billsata 
higher rate. The aim of such operations is not only to provide funds with which to 
finance the minimum-price scheme, but also to give greater stability to the Argentine 
currency and to regulate trade so as to encourage imports from countries that are 
the best customers for Argentine exports. 


The actual operation of the system of guaranteed minimum prices may perhaps 
best be understood by referring briefly to the operations of the Grain Regulating 
Board with respect to wheat, corn, and flaxseed. 


Transactions of the Grain Board 


Wheat - The guaranteed minimum price for wheat was fixed at 5.75 pesos per 
100 kilograms, or about 53 cents per bushel, in Noverber 1933. [This was about 9 
cents above the average market price at Buenos Aires for the crop season immediately 
preceding. During the first year of its operation, theGrain Board purchased approx- 
imately 144.7 million bushels, or about 50 percent of the wheat crop and 82 percent 
of wheat exports in that year. During the early part of the year, the operations 
showed a considerable loss, but subsequently, with an advance in the world price of 
wheat resulting largely from crop failures inthe United States and Canada, the Board 
was able to séll its accumulated stocks at prices considerably above the minimum. It 
was able to reduce its own losses for the entire year to the equivalent of a little 
less than $2,000,000. During the 1934-35 season, the world price of wheat remained 


above the Argentine minimum, so that no purchases by the Grain Board were necessary. 


On December 12, 1935, the minimum price of wheat was raised to 10 pesos per 
100 kilograms, or approximately 90 cents per bushel at the prevailing exchange rate. 
The day preceding this change, wheat in Buenos Aires was quoted at 74 cents a bushel. 
On the first ,day of the newly established’ minimum price, ‘wheat closed at slightly 
above the established minimum and continued above the minimum throughout the 1935-36 
crop year, ‘The guaranteed minimum price was suspended in December 1936, but the 
market price of wheat continued its upward movement in 1936-37 and reached the peak 
in 1937-38, when the average price at Buenos Aires was $1.12 per bushel. 


The high prices of 1936-37 and 1937-38 apparently stimulated production, since 
both the cultivated acreage and the production of wheat turned upward - back to the 
level that existed before guaranteed minimum prices were initiated. The upward move- 
ment reached a record high with the 1938-39 crop, estimated at 315.6 million bushels. 
In the light of this situation, the Buenos Aires price of wheat sank to an average of 
78 cents per bushel in July and 61 cents in September 1938. Political pressure was 
exerted on the Argentine Government to reestablish minimum prices. 
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The Grain Board was therefore reorganized, and on November 14, 1938, in ac- 
cordance with authority granted by the Grain Law of September 1938, there was estab- 
lished a minimum price for wheat amounting to 60 cents per bushel. Buying operations 
by the Grain Board were initiated once again on November 21 - at a time when the 
market price of wheat at Buenos Aires had dropped to 53 cents per bushel. 


The new venture with respect to a guaranteed minimum price for wheat isas yet 
in its infancy and cannot be fairly evaluated. lt may be emphasized, however, that 
the present law differs from the old one in these particulars: (1) lt gives the 
President power to establish minimum prices and/or grant subsidies to producers of 
wheat, corn, and flaxseed, in such form and by such means as he may deem proper; 
(2) it stipulates that the minimum prices or subsidies established must be for the 
exclusive benefit of the producers; (3) it provides minimum prices for the 1938-39 
crop only. 


Corn and flaxseed - So far as operations tomaintain guaranteed minimum prices 
are concerned, wheat, corn, and flaxseed are parallel in the following respects: 
(1) The Grain Board's purchases of each have been confined to very limited inter- 
vals; (2) in general, and except for relatively short periods, the world price in 
each case has remained well above the established minimum price. 


The guaranteed minimum price for corn was fixed at 4.40 pesos per quintal, or 
44.86 cents per bushel, in Noyember 1933. This was almost 10 cents higher than the 
average market price per bushel for the 1932-33 crop year, or the period immediately 
preceding. Almost immediately the market price rose to a level above the established 
minimum. The Grain Board's purchases of corn during the 3 years 1933-34 through 
1935-36 amounted to a total of 99.2 million bushels, for which the sum of $30,490,000 
was paid. Over four-fifths of this quantity was purchased in 1934-35. In this year, 
when the purchases were by far the heaviest, the quantity purchased represented but 
16 percent of the crop and 26 percent of the exports. lin the subsequent year, the 
Grain Board was less active, its purchases amounting to only 20.6 million bushels. 
No purchases were made in the latter part of 1936, and in January 1937 the minimum 
price for corn was suspended. Operations were resumed again in November 1938, under 
the new law mentioned above. The Grain Board's activities with respect to corn re- 
sulted in a financial loss of $218,490, all of which occurred in the first 2 years, 


particularly -in 1934-35. 


The original guaranteed minimum price for flaxseed was 11.50 paper pesos per 
quintal, or about 96 cents per bushel. As soon as this guaranteed minimum was an- 
nounced, on November 28, 1933, the market price in Buenos Aires rose to the level of 
the guaranteed minimum price and was soon considerably above it. On December 13, 
i935, the guaranteed minimum was raised to $1.17 perYbushel. Owing to the fact that 
this was quite.a substantial increase, it was some time before the market price ex- 
ceeded that level, and the Grain Board found it necessary to make heavy purchases of 
flaxseed in 1935-36. Its purchases. during that year alone amounted to more than 7 
million bushels, or over 99 percent of its total purchases of flaxseed. The market 
price in 1936-37 rose considerably above the established minimum and remained above 


the minimum through the 1937-38 season. 


Results of the Grain Board's Operations 


in the course of the 3 years 1933-34 through 1935-36, the operations of the 
Grain Regulating Board with respect to the purchase and sale of wheat, corn, and 
flaxseed resulted in a net loss of 2,374,535 paper pesos, or about $898,762. This 
represents the cost of the operations, exclusive of administrative expenses. The 
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Grain Board was inactive during 1936-37 and 1937-38. No data are as yet available 
with respect to the Board's activities in the present venture of guaranteeing mini- 
mum prices. 


The maintenance of minimum prices for wheat, corn, and flaxseed no doubt re- 
sulted in higher incomes to growers during those brief intervals when internal market 
prices for the specified commodities fell below the guaranteed minima and growers 
sold to the Grain Board. In general, this applied to the 1933-34 wheat crop, the 
1934-35 corn crop, and the 1935-36 flaxseed crop. But by far the greater part of the 
time, the world price for each of these remained considerably above the guaranteed 
minimum. A number of factors contributed to this situation. Among them were cur- 
rency devaluation, short crops cuased by drought in the United States and Canada, 
general improvement in economic conditions between 1933 and 1937, and decreased do- 
mestic and world production between 1933-34 and 1935-36, particularly of wheat. 


Because the periods during which minimum prices were in effect were relatively 
brief compared with the periods when prices in Argentina were above the guaranteed 
minima, the effect of the Grain Board's operations on the Argentine consumer may be 
Said to have been negligible. 


The first general attempt to maintain minimum prices had little, if any, ef- 
fect upon the acreage planted to the specified crops. In the years 1933-34 through 
1935-36, when the minimum-price-fixing operations were under way, the acreage planted 
to wheat was decreasing. But from the crop year 1936-37 to 1938-39, when, for the 
most part, nO guaranteed minimum price existed, the wheat acreage in Argentina in- 
creased considerably. in contrast, corn acreage rose slightly in the first period 
and decreased in the second. With respect to flaxseed, there was ‘no substantial 
change in either period, the general level remaining relatively stable. 


It is unlikely that the present effort to maintain minimum prices will be as 
successful as the former one, particularly as regards wheat.. In the first place, 
the Grain Board faces what is estimated to be a record wheat crop. Secondly, most 
exporting countries find themselves facedwith large surpluses, while importing coun- 
tries show little inclination to stimulate imports. This situation is likely to keep 
the market price below the guaranteed minimum, unless new developments change the 
Situation. Consequently, the Grain Board will probably find it necessary to purchase 
wheat on a much larger scale than in preceding years to maintain prices at the guar- 
anteed minimum. 


AUSTRALIA 


Australia is perhaps unique among nations with regard to the extent of gov- 
ernment control and the length of time it has been exercised over the economic life 
of the country. Price fixing for agricultural products was not precipitated mainly 
by the 1929 depression, as in many countries, but has been only one aspect of govern- 
mental intervention or the repercussion of earlier governmental action. 


The variegated nature of governmental intervention is partly explained by 
the Government's active participation in the rapid settlement and development of the 
country. The natural resources of Australia would indicate a sparsely settled coun- 
try chiefly dependent upon the export of wool or other pastoral products. But al- 
most from the outset there deve loped a national resolve to become a densely settled 
country engaged in industry and intensive agriculture. Today, the Australian popula- 
tion is chiefly urban, and an important intensive agriculture exists. These results 
have been brought about by such Government activities as land-settIement schemes, 
subsidized immigration, heavy expenditures in development projects, liberal tariff 
protection, and the extension of preferential-tariff treatment in export markets. 
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; Industrial growth has been accomplished largely by progressively increasing 
tariff protection. But intensive agricultural development has on occasions and for 
some industries become unprofitable, and piecemeal efforts have been necessary to 
improve returns to producers. Particularly in the case of those intensive farming 
industries that in the course of time have expanded beyond the requirements of the 
domestic market, some form of permanent subsidy has become necessary. 


The "Home Price" and Constitutional Difficulties 


The subsidy has frequently been in the form of ahigher domestic price, usual- 
ly referred to as the “home price," for that part of the crop consumed domestically. 
The home price is sometimes fixed arbitrarily above world prices, but more often 
it is accomplished indirectly by limiting the quantity of the product sold in the 
domestic market. The machinery for maintaining the home price and for the equi- 
table distribution to producers of domestic sales is the marketing scheme. The prin- 
cipal function of the scheme, therefore, has been to allocate domestic marketing 
quotas and pool the returns. 


The legal difficulties surrounding the marketing scheme. under the Federal 
form of government have been the outstanding cause for the multiplicity of price- 
fixing measures in Australia and, paradoxically, the chief obstacle to their ex- 
pansion. Briefly, the situation arises from the fact that the States have control 
Over interstate trade, while, for a long time at least, the Federal Government as- 
sumed it had the power to control interstate trade. Individual States have under- 
taken price-fixing measures for the many commodities produced locally; but, until 
the adverse Privy Council Vecision of 1936, a uniform home price was possible for 
commodities produced in several States by the joint control of domestic marketing 
by the States and the Federal Government. 


At present, the Federal Government apparently lacks the legal power to en- 
force the uniform home price by its control over interstate trade. The important 
marketing schemes that formerly implemented the home price for dairy products and 
dried fruits have thus been badly crippled, although the schemes carry on with State 
action and by the voluntary control of producer organizations. 


The new wheat scheme passed by Parliament late in 1938 may indicate a new ap- 
proach to the legal problem of establishing a home price for those farm commodities 
entering interstate trade. Just prior to the Privy Council Decision of 1936, a wheat 
scheme establishing a home price based upon the limitation of domestic supplies 
was proposed. Subsequently, world prices rose, and the need for the subsidy was much 
less acute; but, in 1938, wheat prices declined again to levels that were unprofita- 
ble to many Australian growers. Under the new scheme, a tax is to be levied on all 
wheat milled for consumption in Australia. Funds derived from the tax will be used 
to make up the difference between the export price and a home price of §5s.2d., 
f.o.b. Williamstown, Victoria, representing an average of approximately ys.8d. (87 
cents per bushel) at country sidings throughout Australia. While the tax will be 
levied by the Federal Government, operation of the scheme will require State action 
in fixing prices for flour consumed within the States. : 


Fixed Prices in the Cane-Sugar Industry 


One of the most outstanding examples of price fixing in Australia relates to 
the cane-sugar industry of Queensland, which has had a long, complicated history of 
rationalization under government control for at least so years. Prior to the World 
War, the developrent of the industry was sponsored by the government, partly to im- 
plement its policy of white settlement of Australia. At the outbreak of the war 
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when the Federal Government took over full control of the sugar supply, the industry 
was already Organized to control prices. The Commonwealth Government, however, fixed 
maximum prices tO consumers and imported sugar to supplement domestic requirements. 
In 1920, the maximum price was raised with the understanding that the industry would 
increase production to meet domestic requirements. 


The present system of fixed domestic prices dates largely from 1923, when the 
Federal Government withdrew fram legal control and the government of Queensland took 
its place, under a series of agreements, which included an embargo on sugar imports. 
The domestic wholesale fixed price for refined sugar agreed upon between the two 
governments is ratified by Federal law and is uniform throughout Australia. Frices 
are also established for industries consuming sugar, and rebates are granted for 
exported products containing sugar. [The problem of maintaining the home price is 
Simplified by the fact that the entire marketing process is delegated to two large 
refining companies. At the close of the season, the total receipts from domestic 
Sales are averaged with export sales and distributed to the mills, less rebates and 
marketing charges. 


The price for sugar cane is also fixed in each mill area. The legal author- 
ity to fix prices for sugar cane rests largely upon the kegulation of Sugar Cane 
Prices Act, 1915. Local boards composed of members elected by growers, millers' 
representatives, and a local magistrate determine the price for the cane. [here is 
also an appellate body, known as the Central Sugar Vane Prices Doard, similarly com- 
posed, presided over by a Supreme Vourt Judge. 


The crucial part of the price fixing, of course, rests upon the fixed domes- 
tic price for refined sugar. The fixing of prices for sugar cane is merely one 
aspect of adjusting the relationship of cane growers to crushing mills. 


Following the agreement of 1923, sugar production expanded rapidly; and, by 
1925, with new came areas and favorable growing conditions, Over 200,000 tons had 
to be exported and sold at a lower world price. Since then, exports have increased 
still further. In recent years, export prices have been from one-third to one-half 
the home price and have involved heavy losses to the industry. By 1929, the losses 
On export sales became so burdensome that the so-called peak-year scheme was estab- 
lished to limit production. bvery mill was given a quota equal to the largest output 
im any year from 1915 to 1929, inclusive. Froduction exceeding this quota receives 
the export price only. The effect of the peak-year scheme has been to limit the 
quantity receiving the benefit of the home price; but exports of excess sugar have 
tended to expand, and heavy losses have resulted from foreign sales. 


The weakness of the peak-year scheme in limiting unprofitable exports is the 
difficulty of applying effective production-control methods’ to sugar cane. Early 
in the development of the industry, "assignments" of land were made to growers, which 
were designated as cane-growing areas. The mill assumed the legal obligation of 
accepting all cane grown from the assignments and paying a uniform price to growers 
of the mill area, irrespective of the distance from the mill. in the course of time, 
new assignments were made; but, with improved production technique, by the time it 
became apparent no new areas should be.assigned, sugar production was already ex- 
cessive. 


Some Results of Australian Price Fixing 


In any effort to evaluate the results, in general, of Australian price fix- 
ing, it should be pointed out that price fixing has been largely an end product of 
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earlier governmental action. Subsidies in some form, including schemes involving 
Price fixing, are therefore embedded in the Dominion's agriculture as a means of 
bolstering uneconomic production. 


Several generalities can be made regarding the results of Australian price- 
fixing measures. First, they have tended to beget the need for further price fixing, 
or other forms of subsidy, and the extension of the principle to other products. Sec- 
ondly, price fixing has typically stimulated increased production, which has tended 
to embarrass or defeat the original purpose of the measure. And, finally, the 
artificially high level of the home price has been a considerable burden to urban 
consumers. Industrial workers are able to improve their position by wage legis- 
lation providing for an adjustment of wages in accordance with changes in the cost 
of living. Bach increase in wages, however, eventually results in higher prices 
for industrial products, which create demands from producers for higher prices for 
agricultural products, and the circle is complete. 


CANADA 


Government assistance to farmers has been an important part of the Canadian 
policy ever since the World War. But it was not until 1935 that the Government in- 
terested itself in the direct control of prices, and then only with respect to 


wheat. 
Early Price Measures - The Wheat Pools 


As early as 1923, collective wheat-marketing pools were established in each 
of the Prairie Provinces. These pools operated under a central selling agency. 
Members delivered their wheat to the pool and were advanced a percentage of the 
estimated final price, the pool undertaking to market the wheat in an orderly fash- 
ion at the highest price possible. Pools operated satisfactorily during most of the 
decade of the twenties, primarily because of the upward trend in prices. The tend- 
ency to withhold wheat in anticipation of a better price, however, did not prove 
Satisfactory in the period of increasing supplies and declining prices after the 
depression of 1929. 


In the succeeding years, wheat prices declined well below the figure antici- 
pated when advances were made to growers; and, in order to prevent a forced liquida- 
tion of the pools' holdings, the governments of the Prairie Provinces were compelled 
to guarantee bank loans to the pools. This financial guaranty was taken over by the 
Dominion Government early in 1931 and was continued until late in 1935. Perhaps it 
should also be mentioned that the Government paid a bounty of 5 cents per bushel on 
wheat produced in the Prairie Provinces in the 1931-32 season. 


The Canadian Grain Board 


In the period 1930-1934, wheat supplies were accumulating; and even with im- 
provement in economic conditions prices remained low. General dissatisfaction with 
previous wheat policies resulted in the passage of the Canadian Grain Board, Act in 


’ July 1935, providing for direct Government control of wheat marketing. The outstand- 


ing provision is fixed minimum prices to growers; but the Board is also empowered to 
direct export sales and to control grain elevators and regulate their relations with 
transportation agencies, if necessary. So far, it has chosen to conduct its opera- 
tions through regular trade channels and to confine them to wheat. 


During the first several months of the Board's operation, the principle of 
holding wheat from the market in order to support prices was continued. Late in 
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1935, however, a Significant change in policy occurred. Emphasis was placed on 
moving wheat into export rather than permitting the accumulation of stocks. For the 
1935-36 marketing season, the guaranteed price set by the Board was 87.5 cents per 
bushel for No. 1 Northern Spring wheat at Fort William-Port Arthur. Shortly after 
the price was set, world wheat prices rose and during the next two marketing seasons 
exceeded the minimum price set by the Board. As a result, it was unnecessary for 
the Board to take title to any considerable quantity of wheat and, furthermore, it 
was able to dispose of the surplus it had inherited under the act of 1935. Under 
present conditions, wherein the guaranteed price is considerably above market prices, 
the Board has operated as the sole purchaser from growers and the sole seller to the 
trade for both domestic and export purposes. 


Thé Canadian scheme.is permissive in that producers are not compelled to sell 
their wheat to the Board, but only by so doing are they assured of receiving the 
guaranteed price. if the Board is eventually able to dispose of the wheat at more 
than the minimum price, the growers who have sold their wheat to the Board are en- 
titled to a pro-rata share of the excess. Losses incurred by the Board in selling 
wheat at prices below those paid to producers. become a direct charge on the National 
Treasury. The Board sells wheat through regular grain-exchange channels to the trade 
for either export or domestic consumption. Sales are made at prices in line with 
those obtainable for export wheat. Canada is now-the only major exporting country 
in which prices for wheat sold for domestic use are no higher than those for export 
wheat. 


Current Operations of the Board 


During the current marketing season, worldwheat prices declined to the lowest 
level reached in several years. On August y, 1938, the Canadian Grain Board an- 
nounced that the minimum price to growers for the 1938-39 crop would be 80 cents per 
bushel for No. 1 Northern wheat at Fort William-Port Arthur. This is 7.5 cents per 
bushel less than the price established at the time the Board was created in 1935. 
Prices for lower grades of wheat are, of course, at proportional discounts, which 
means that growers receive am average somewhere between 55 and 60 cents per bushel 
for all grades and classes. 


The 1938 wheat crop in Canada is placed at 350 million bushels. Since the 
8o0-cent price was established, the cash price of No. 1 Northern wheat at Winnipeg 
has averaged about 60 cents per bushel. Total marketings for the 1938-39 season are 
now expected to reach 280 million bushels. Assuming that practically all primary 
sales are made on the basis of the fixed price, the cost to the Dominion Treasury 
this season will amount to about $56,000,000. Kxports from Canada for the period 
August 1-January 12 totaled 8 million bushels, representing a cost on that item of 
about $17,000,000. if exports this season reach the usual level of about 200 mil- 
lion bushels, the cost to the Canadian Government for exports aloéne will be approxi- 
mately $40,000,000. 


The Canadian price scheme for wheat does not impose any immediate burden on 
domestic consumers, since no attempt is made by the Board to keep prices to domestic 
millers at levels higher than the prices secured for export wheat. The fact is, how- 
ever, that losses incurred by the Board must some time be met out of public funds, 
unless the price of wheat in the future goes so high as to offset the Board's losses. 
The situation is focusing Canadian official and public attention upon proposals to 
end the fixed-price system, although at present no substitute plan for wheat has 
been approved. The costs incurred to date represent a considerable burden for the 
Canadian population of about 12 million people. 
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; Agricultural relief in Denmark, which came as the result of numerous factors 
associated with the depression, has been directed only in a few instances toward 
price control. Relief measures, for the most part, have been designed to overcome 
temporary problems; and much of the relief has taken the form of direct payments 
to small farmers, who are regarded as the backbone of Vanish agriculture. There 
has been little attempt, except in the case of hogs, to make structural changes in 
Danish agriculture, to remove fundamental causes of the difficulties, or to adjust 
the agricultural production to world conditions. The actual adoption of the only 
adjustmeut measure in which price fixing is involved was forced by Great Britain's 
imposition of quantitative limitations on cured-pork imports. 


Conditions Favoring Operation of the Hog-Regulation Scheme 


The organization of the Danish hog industry offered almost ideal conditions, 
particularly when compared with conditions in other countries, for the operation of 
a hog~-regulation scheme and other relief measures. The country is ‘small, total farms 
number Only about 206,000, production has been systematized, and export products are 
Standardized. The unit of production is also small, and farmers are able to market 
their products themselves in relatively small quantities without going great dis- 
tances. Cooperation in production, marketing, and distribution. has been followed 
for years; cooperative bacon factories, creameries, and other processing or packing 
units are well established; and the few private firms must necessarily follow coop- 


erative leads. 


When control measures were adopted, the co-ops and competing private factories 
had available all data necessary for determining base periods, bacon-shipping quotas, 
and card allocations. In addition to the cooperative associations, of which about 
190,000 producers are members, agriculture is well organized along otherlines. Swall 
farmers, holders of medium-sized farms, and estate owners are grouped in separate 
societies. Provincial agricultural associations, Organized along territorial or dis- 
trict lines, maintain efficient staffs of specialists, who do considerable extension 
and advisory work that is effective. There is little friction between the several 
Organizations and societies; and, with the exception of the organization of large 
farmers, all of them are merged into. the Agricultural Council andeach group is rep- 
resented on the Council's board of directors. The Agricultural Council does much of 
the work that in other countries is done by ministries of agriculture, and the admin- 
istration of adjustment and control measures, with the approval of the Minister of 
Agriculture, has been delegated to the Agricultural Council. The existing agricul- 
tural organizations have been used to operate the schemes. 


It is probable that relief and control measures under Government supervision 
would be distasteful to Danish farmers, particularly to livestock producers, who are 
traditionally self-reliant and accustomed to solving their own problems. Schemes 
developed and administered by the Agricultural Council and operated by the farmer 
Organizations, however, are accepted as their own schemes and, in general, the pro- 
grams have been well received and supported by the agricultural community. Through- 
Out the Operation of the schemes, efforts have been made not to change or dislocate 
the existing agricultural economy, and the schemes themselves have been in accord 
with Denmark's traditional land policy, which favors small farmers. 


Hog Price Fixing 


In 1932, when Dritish imports were reduced and theDanish hog-regulation scheme 
was adopted, Danish hog numbers were near record levels. The immediate problem was 
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not only to reduce production to conform to remunerative demand but also to dispose 
of the existing surplus. In the plan that was adopted, price fixing has played a 
major part. This plan is briefly outlined below. 


(1) Cards entitling préducers to, sell hogs at prices determined by British 
bacon prices are allocated ta producers on the basis of a calculation that takes in- 
to account the assessed valuation of the producer's farm; the quantity of skimmed 
milk, buttermilk, or whey used by the producer during a base period; and the number 
of hogs delivered to slaughterers, by the producer during the “hog year” preceding the 
year of issue. The actual number of cards issued to producers, however, is deter- 
mined by the British quota and the number of hogs that the home market will take at 
the British price. More recently, live hogs for export to Germany have also been 
covered by the card issue. 


(2) Production over and above the requirements of the British quota, German 
shipments, and the home market is discouraged by paying producers a fixed price for 
hogs without cards substantially lower than the price for card hogs. 


(3) Underselling on the home market is prevented by requiring bacon factories 
and slaughterers to pay into the control agency's fund the difference between the 
price of hogs sold with cards and that of hogs sold without cards. The cost of hogs 
with and without cards, therefore, is the same to bacon factories. 


(4) The control agency agrees to take over at the British price all pork or 
bacon that the factories cannot ship to England or Germany or sell on the home rar- 
ket. The surplus pork and bacon are sold in other foreign markets at going prices, 
such losses as occur being made good from a fund derived from a slaughter tax of 
Kr. 2.00 (about 42 cents) per head on all slaughter hogs weighing over 110 pounds, 
except old sows and boars, and the difference payment mentioned in the preceding 


paragraph. 


The price paid to Danish producers for card hogs is not arbitrarily fixed but 
is largely dependent upon British bacon prices. I1t has been unusually favorable 
throughout the period of the scheme's operation. The arbitrarily fixed price for 
hogs without cards, on the other hand, has purposely been kept at a low level, and 
at no time since 1932 has it permitted even an approximation to a favorable hog-feed 
price ratio. 


Despite loopholes in the scheme that have permitted farmers to forego a part 
of the losses that, theoretically, would be incurred on hogs without cards, Danish 
hog production has been reduced and for a time was brought into line with remunera- 
tive market demand. The elimination of surplus production, however, made it impos- 
sible for the Danes to take advantage of temporary increases in British import 
quotas. ' 


The Danish system, of. which price fixing is such an important feature, ap- 
pears to be one through which production can be encouraged or discouraged in long- 
time planning. it has been difficult, however, to make long-time plans for Danish 
hog production because at no time since 1932 have the Danish authorities known the 
quantity of bacon that could be shipped to the British market for more than a few 
months. in advance. For short-time production planning, the scheme has not been so 
successful, because the necessary lag bétween the time of encovragment, of expansion 
or decline in hog production and the actual accomplishment is considerable. 


Producers have benefited from the elimination of the unprofitable surplus, but 
consumers have had to pay more for pork than they would otherwise have had to pay. 
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Price fixing is not a common practice fn French agriculture. In fact, ex- 
cept for tobacco, the fixing of prices below which growers may not sell their prod- 
ucts was unknown in France until 1933. The State Monopoly for a long time has set 
its own purchase price for tobacco. The failure of various Government measures to 
dispose of the surplus resulting frosi the wheat crop of 1932 threatened to dislo- 
cate the wheat market and led French authorities, early in 1933, to experiment with 
fixed minimum prices for wheat. Although heavy production had at one time or an- 
other affected other crops and resulted in price declines, no price-fixing meas- 
ures had been adopted with a view to assuring fair returns to the producers. Price 
fixing was adopted in the case of wheat only because of the preponderant place wheat 
producers occupy in the French agricultural economy. Moreover, the practice has so 
far been confined to that product. ® 


From the economic as well as the social viewpoint, wheat is without doubt 
the most important crop of France. It is grown in all of the country's 90 Prov- 
inces; and the area planted to it is, on an average, about 25 percent of the total 
cultivated land. Even in years of large production and low prices, wheat maintained 
its position as the best paying cash crop, being just as important to the French 
agricultural economy as bread is indispensable in the French diet. 


Two periods can be distinguished in the system of minimum price fixing for 
French wheat: first, that from the early part of 1933 to December 24, 1934; and, 
second, the period since the establishment, on August 15, 1936, of the National 
Wheat Board. 


Early Efforts 


Price control was first established not only in response to popular farm 
demand but to help the Government out of an awkward situation in its wheat-carry- 
over scheme. After January 1933, in order to sustain the wheat market and to en- 
courage the storage program, French authorities decreed that wheat stocked under 
contract could not be sold below a certain price, to be guaranteed by the Govern- 
ment. 


The first fixed minimum price was established after the law of January 2, 
1933, was enacted. It referred only to wheat stocked under contract, the price of 
which was fixed at 109 francs per quintal ($1.16 per bushel). 42/ This rate was 
arbitrarily fixed at the suggestion of the Minister of Agriculture, who believed 
it represented a fair return to the wheat farmer. A further decree of March 8, 
1933, raised this price to 115 francs per quintal ($1.23 per bushel). As these 
fates were above the quotations for free wheat, producers signed contracts readily 
and the Government gave guaranties on over 20 million bushels of wheat. With a 
heavy surplus still weighing on the market, however, open-market prices continued 
to decline, and the authorities were faced with the decision either to pay their 
obligations or to abandon the fixed price. The former would have been very costly 
and the latter would have further depressed the market and ruined a large number 


of agricultural cooperatives. 


The law of July 10, 1933, therefore abolished the free wheat market by fix- 
ing a price under which no wheat sales could be made. This price was established 


91, Soe. Fanos Crops and Markets for September 24, 1934, February 18, 1935, and November 2, 1958, and Foreign 
griculture for June B97 and Jamary BS. 


30Q/ Conversions have been made at the exchange rates prevailing during the periods under discussian. 
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at 115 francs per quintal ($1.77 per bushel) and referred to all wheat, whether 
stocked under contract or not, having a specific weight of 60 pounds per bushel. It 
was to be increased every month, beginning September 1, 1933, by 2.7 cents per bush- 
el to cover storage and handling costs. Prior to the establishment of this fixed 
price, quotations for domestic wheat on the Paris market had averaged 97 francs per 
quintal ($1.28 per bushel). The fixed minimum price of 115 francs was equal to the 
rate guaranteed by the Government on the carry-over wheat. A later decree fixed the 
minimum price for Algerian (hard) wheat. These measures, however, were said to be 
of a temporary nature and were referred to as exceptional in character. 


The first experiment in price fixing lasted a year and a half. Its object 
was to restore order in the French wheat trade and to assist growers in increasing 
their returns. The system did not operate smoothly, however, because of widespread 
evasions. At one time, it was possible in a single district to obtain wheat of the 
Same quality at prices ranging all the way from 100 francs to 120 francs per quintal 
($1782 to $2.18 per bushel). Pressed for cash, some wheat growers sold their prod- 
uct at whatever price they could get. in other words, the minimum-price law resulted 
in creating a sort of bootleg business in the wheat trade and introduced an element 
of uncertainty into the market. 


The sale of wheat at a price below the legal minimum had several disadvan- 
tages. The price of bread continued to be fixed by the county authorities on the 
basis of the legal price, even though wheat was sold at much cheaper bootleg prices. 
This meant that, while wheat growers were not getting the full legal price for their 
product, consumers paid a high price for bread, the millers and bakers reaping the 
profit. Tenant farmers, many of whose rents varied with the price of wheat, contin- 
ued to pay on the basis of the legal price, even though they obtained less money for 
their product. 


This situation, together with pressure from farmers' and consumers' groups, 
made the Government partially abandon its first experiment in price fixing. In at- 
tempting to abolish the minimum price for wheat, the Government found itself faced 
with the twofold probler of guaranteeing existing contracts and assuring agricultur- 
al cooperatives of the sale of both their carry-over and their new wheats, and pre- 
venting the disruption of the new free market for wheat. 


the Government moved cuatiously and, by the law of December 24, 1934, limited 
the free wheat market to the extent of yo percent of millers' requirements. Millers 
were required to buy old wheat at the fixed minimum price of $2.35 per bushel up to 
60 percent of their needs; only yo percent could be supplied by free-market purchases 
of 1933 and 1934 wheats at approximately $1.yo per bushel. The bootleg trade re- 
ceived the hardest blow. 


In general, it may be said that this first experiment in price fixing in 
France helped to maintain average returns of wheat producers at a higher level than 
Otherwise would have been the case. For, in spite of much illicit trading, a large 
portion of the wheat crop was sold at or near the officially fixed minimum prices 
and returns to agriculture as a whole were thereby higher than they would have been 
under a condition of free competition on the domestic market. in the face of the 
large wheat surplus then in existence, however, the system by itself could not have 
accomplished this had it not been for the considerable support it obtained from the 
carry-over and surplus-disposition programs. On the other hand, this was done at 
the expense of consumers, who paid higher prices for bread than they would have had 
to pay had there been a free wheat market. Moreover, the lack of machinery for 
Strict enforcement of the minimum-price system created inequities among members of 
the wheat trade and brought a somewhat general disregard for law observance. 


Price Control 
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The National Wheat Board 


The second phase of wheat price fixing in France was inaugurated on August 15, 
1936, and differs from the first mainly in that prices are fixed by the National 
Wheat Board primarily on the basis of economic and political considerations rather 
than arbitrarily by the Minister of Agriculture. The National Wheat Board was es- 
tablished by the law of August 15, 1936, to control prices, production, marketing, 
and disposal of surplus wheat. it is administered by a Ventral Council of 52 mem- 
bers, composed of 30 representatives of wheat growers, 9 representatives of consum- 
ers, 9 representatives of the milling industry, and 1 representative each from the 
Ministries of Agriculture, Finance, Interior, and National Economy. 


The short crops of 1936 and 1937 helped in the disposition of old surpluses 
that were weighing on the market; and, had it not been for the existence of fixed 
prices, wheat farmers would probably have obtained higher returns for their product. 
The fixing of prices during that period, however, assisted in stabilizing the wheat 
market and in assuring consumers somewhat lower bread prices than would otherwise 
have prevailed. 


A hi eR ge 


Under the law of August 15, 1936, the price of wheat in France is fixed at 
the point of production by the Central Council of the National Wheat Board. A crop 
forecast is made late in June, and at the same time the Council determines the arount 
of wheat that may be delivered for sale by each producer who sold more than 100 quin- 
tals (367 bushels) the preceding year. This sales quota is fixed as a temporary 
measure until definite information on the harvest of each producer becomes available 
in September. 


STRAT AIT IEE ig 


: The principle of price fixing contained in the law of August 15, 1936, which 
¢ is still in effect, rests essentially on the theory that it is desirable to maintain 
a certain relationship between prices received by farmers for their products and 

those paid by them for manufactured goods. The mechanics of this computation con- 


s Sist of multiplying the average wheat price of the years 1911 to 1913 by a coeffi- 
a cient that is arrived at after consideration of the difference in value between the 
4 pre-war and the current franc and the variation in cost of living, wages, and cost 


of producing wheat. The price of wheat at point of production is thus fixed each 
year at the Opening of the marketing season. in fixing this price, a quorum of four- 
3 fifths of the members of the Central Councilof the National Wheat Board is required, 
: as well as a vote of three-fourths of those present. in case these two conditions 
are not fulfilled, the Government, in a Cabinet meeting, fixes the price of wheat. 


if the price for the new crop is fixed at a higher rate than that of the 
previous season, all holders of wheat and flour must pay to the National Wheat Board 
the difference between the two prices - this difference to be officially established 
by decree. if the new wheat has a fixed price lower than that of the old crop, the 
National Wheat Board, in order to force the use of wheat with higher fixed prices, 


Bal AS SENS eh teal” 
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may establish mixing percentages. These percentages were a common practice in former 
years, when there was a carry-over from one year to the other with different fixed 
2 prices. 
: Quotations for wheat on any commercial exchange in France are forbidden. [he 
4 law also authorizes the Central Vouncil of the National Wheat Board to fix the sell- 
: ing price of French seed wheat, as well as that of any imported wheat disposed of on 
3 the domestic market. 
¢ 
P A law passed August 15, 1937, stipulates that official minimum prices shall 


be posted in evidence on the door of the town hall in each community and on dealers’ 
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premises and those of cooperatives. Moreover, as a means of control against law 
evasions, grain dealers are required to pay for their wheat purchases through the 
intermediary of the Regional Cooperative Agricultural Credit Bank in the district 
where the seller's holding is situated. 


Results 


The fixing of minimum prices below which wheat may not be sold in France was 
adopted in the hope of assuring a fair return to wheat farmers in the face of a dis- 
located market, especially after other measures had failed to dispose of the surplus 
that was depressing prices. To be sure, the measure was intended to be temporary 
and was applied only because the Government had to come to the aid of producers of 
this most important French crop. As time went on, however, and continued large crops 
increased the existing surplus, it was found impossible to abolish the fixed prices 
without bringing ruin to many farming communities. The system of price fixing, of 
course, was not intended as a measure of carry-over disposal. The carry-over was 
disposed of only after short crops were harvested in 1936 and 1937. Yet during those 
years, the Government continued to fix the price of wheat to prevent speculation and 
undue rises inthe price of bread. Furthermore, with the bumper wheat crop of 1938-39 
and the resultant surplus, it does not appear likely that the fixing of wheat prices 
in France will be abolished in the near future. 


Since the steady decline in the wheat market that led the French Government 
to fix minimum prices resulted from the accumulation of surpluses following two 
bumper crops, it has been argued that the Government should have forced acreage re- 
duction in order to prevent further excessive crops and their depressing effects on 
the market rather than resort to the palliative effect or fixed prices. The reasons 
for not pushing through any acreage-reduction programs are obvious, however, for 
under normal weather conditions the present acreage produces a wheat crop barely 
Satisfying domestic requirements. It is only when favorable weather conditions pre- 
vail throughout the growing and harvesting seasons that an above-normal crop results. 
Considering the importance of bread in the French diet and the needs for national 
defense, the Government prefers to maintain the present acreage and deal with the 
consequences resulting from bumper crops when they arise rather than face conditions 
of wheat scarcity and food riots that may result from i a combination of reduced acre- 
age and unfavorable weather conditions. 


The Netherlands has gone-farther than any of the other democratic countries 
in the adoption of measures designed to control agricultural prices. At first these 
measures were applied in a rather piecemeal fashion to cope with the most pressing 
problems as they arose. In recent years, however, they have been 1 Acatead extended, 
though at the same time they have been simplified and coordinated. 


Administration 


Control in the Netherlands begins with production; consequently, the adminis- 
tration of crisis measures neceseitates a far-reaching Organization. The Netherlands, 
however, is a relatively small country. Farms are also small, and farmers are well 
organized into community associations and the latter grouped to form Provincial ag- 
ricultural associations. [hese existing organizations were used from the Dagime tag 


i3/ For a more detailed analysis of farm — see “arm Relief Measures in the Netherlands,® published in 
February 1937 issue of Foreign Agricultur 
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of crisis-measure operations and subsequently were supplemented and reorganized in 
such a way that they have become a most important factor in administration of crisis 
legislation. 


All of the control and relief programs, except the wheat scheme, operate 
through similar administrative set-ups. At first, a separate and distinct organiza- 
tion was developed for each commodity; but, as the measures were extended, such a 
procedure led to confusion, some duplication, and a great number of unnecessary of- 
ficials and inspectors. In May 1934, a new administrative set-up was adopted, which 
has simplified the operation of the measures and reduced administrative expenses. 


The Centrales for each commodity, which were located at The Hague, planned 
operations and handled business and financial matters. They have been combined into 
three Centrales. One covers livestock, one horticulture, and one field crops. lach 
Centrale is under the supervision of a Commissioner, who in turn is responsible to 
the Minister of Agriculture. Formerly there was a Provincial Uentrale for each con- 
trolled commodity in each Frovince, to which producers of controlled commodities 
were required to belong. The Frovincial Centrales were the medium through which the 
main Centrales reached individual producers. kach trovincial Centrale had its own 
inspectors, and the numerous memberships required of producers of several controlled 
products and the visits from numerous commodity inspectors were indeed mystifying, 
as well as expensive. in the reorganization, the Frovincial Commodity Centrales have 
been combined into one for each Frovince, and one inspector now covers all commodi- 
ties when visiting a farm. The wheat scheme operates through a millers' organization 
and a producers’ organization, working together to control production, transporta- 
tion, and all transactions in domestic wheat. 


An independent office has been established to handle compliance with all meas- 
ures, and special courts have been established for cases arising from noncompliance. 
Another independent office has been established for auditing purposes and control of 
the Agricultural Crisis Fund. All money derived from crisis taxes - i.e., slaughter, 
excise, and other consumption taxes, monopoly import fees, transportation and culti- 
vation permits, etc. - and Government grants goes into the crisis fund. The money 
is budgeted by commodities, and the fund is administered by the auditing office. 


Motives 


in general, the Netherland program has aimed to curtail production of com- 
Modities on an export basis and to increase production of those that can find a mar- 
ket at home. Outstanding among the control operations are compulsory curtailment of 
the production of export products and fixing of prices for basic farm products that 
yield producers costs plus reasonable profit. [rice fixing differs somewhat with 
individual commodities; but, in general, the idea has been that remunerative prices 
will reimburse producers for curtailing production of commodities that must be ex- 
ported and encourage them to increase production of those needed in the Netherlands. 


Major Price Control Schemes 


Hogs - Hog production in the Netherlands is controlled by a syster requiring 
hogs weighing over 10 kilograms (22 pounds) to be earmarked, wiile the number of le- 
gal earmarks available during.a given period is limited by the administrative agency 
to probable remunerative demand for hogs during a comparable and subsequent market- 
ing period. in addition, and in order to strengthen the production control, the to- 
tal number of hogs kept in the Netherlands, the proportion thereof made up of sows, 
and the number of hogs weighing over $5 pounds kept by individuals are limited. [he 
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administrative agency, which has also been given a monopoly control over exports and 
imports of hog and pork products, fixes prices for hogs processed for export. 


Prices for export bacon hogs are fixed on the basis of production costs plus 
a reasonable profit, some consideration being given to the British price for bacon. 
When prices were first fixed, it appears that a great deal of assumption regarding 
costs was involved; but, as the scheme has progressed, that section of the agency 
that fixes prices and determines earmark and allotment numbers has been able to as- 
semble considerable worth-while data, and prices are now fixed in a scientific man- 
ner on the basis of feeder-pig prices, feed costs, overhead, etc. 


Fixed prices for export bacon hogs, however, have not meant that there has 
always been a market at the fixed price for the number of hogs that farmers wished 
to sell. Only the number the agency could handle have been accepted; and, at times 
when farmérs were unable to sell bacon hogs at the fixed price, hogs were carried 
over and became fat hogs. The form of the surplus simply shifted from bacon hogs to 
fat hogs. 


Nevertheless, fixed prices for export bacon hogs have had an influence on 
prices of hogs for domestic consumption; and the guiding feature of the fixed price 
has been enhanced by the administrative agency's readiness during certain periods to 
resort to market-supporting purchases of fat hogs. The authorities have made no at- 
tempt to keep prices from rising, and under such a system it has been possible to 
divorce bacon-hog prices from the influence of world bacon prices and to control them 
so long as a surplus existed. When shortages have occurred, however, all control 
Over domestic hog prices has been lost and they have been determined. by domestic de- 
mand. 


As a result of production-control measures, hog numbers in the Netherlands 
were reduced from 2,735,000 in September 1932 to 2,465,000 in August 1937 and in-. 
creased to 1,760,000 in August 1938. Because of price-fixing measures, hog produc- 
tion was profitable to producers during the greater part of that period. 


Cattle and dairy products - Cattle- and dairy-prodtct-adjustment programs in 
the Netherlands have tended to conflict. While efforts have been made to reduce the 
large export surplus of butter through Government slaughter programs and by limiting 
the number of calves that could be retained during a given period, subsidies paid to 
butter and fluid-milk producers have encouraged the retention of milk cows. 


Since 1932, milk producers have been paid a subsidy, which, together with the 
regular price based on world butter prices, amounts to enough to give the producer 
production costs plus a reasonable profit. ‘The prices paid to fluid-milk producers 
have approximated payments made to producers delivering to creameries, plus the ad- 
ditional handling charges. The amount paid to producers (that is, world butter prices 
plus the subsidy) varies from time to time with conditions. Jt appears, however, 
that pressure from dairy interests has been such that the price has been kept at a 
very favorable level and the desired downward adjustment in the production of dairy 
products has been delayed. 


Poultry - Poultry and egg production, also on an export basis, has been cur- 
tailed by restricting the number of incubators and limiting the length of the hatch- 
ing season. Minimum guaranteed prices were fixed for eggs, but such prices were not 
effective because an increased German demand for eggs under a clearing agreement 
raised prices in the Netherlands far above the minimum guaranteed price. 


12/ A detailed account of the Netherland hog scheme appears in the July 928 issue of Poreign Agriculture. 
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Horticultural products - Acreage restrictions were applied to market garden- 
ing, bulbs, flowers, fruits, and seeds; but, in return, producers were guaranteed 
minimum prices for their products. When such prices were not equaled by buyers at 
auctions or other markets, the control. agency took over the product at the guaranteed 
price. Since devaluation of the currency in late 1936, increased domestic consump- 
tion and the natural adjustment in price levels have combined to make minimum guar- 
anteed prices for most horticultural products ineffective. 


Grains - Wheat production has been encouraged by the payment of prices remun- 
erative to producers and high in relation to world prices. They are fixed prior to 
the time of planting for a year in advance. So successful has been the stimulus that 
at one time it was necessary to limit the acreage on individual farms to one-third 
of the arable land. Acreage of rye, barley, and oats has never been restricted, and 
minimum guaranteed prices for these grains have been adopted. They were, however, 
effective only in years prior to devaluation of currency. 


Resul ts 


The agricultural relief measures in the Netherlands have been instrumental in 
bringing about, but not entirely responsible for, adjustments in the country's agri- 
cultural production that appear to be in keeping with present world conditions. 
Price-fixing measures have aided producers and made it possible for them to be par- 
tially reimbursed in some cases and well repaid in others for making the adjustments 
that seemed to be, at least for the time being, in the best interests of the nation~ 
al, as well as the agricultural, economy. Price fixing has contributed to higher, 
and at times artificial, price levels. These, along with Government grants, con- 
sumption taxes, import licenses, and other fees that provide funds for subsidies and 
covering of losses on exports, have increased the burden borne by Netherland con-. 
sumers. 


New Zealand affords an example of one of the most far-reaching experiments in 
government price fixing found anywhere outside the totalitarian states. Up to the 
present time, this experiment has dealt only with dairy products. New Zealand is 
predominantly an agricultural country dependent to a marked degree on the export mar- 
ket. Livestock grazing and dairying are the chief farm enterprises, and the export 
trade is confined largely to dairy products, wool, and meat. 


Since the World War, the New Zealand Government has taken an active part in 
the marketing of farm products. Prior to the depression, the Government was con- 
cerned mainly with the promotion of orderly marketing as a means of increasing re- 
turns to producers; but, with the rapid and severe decline in export prices following 
1929, a more drastic policy was developed. 


The disastrous reduction of national income during the depression focused 
public attention upon the vulnerability of the individual farmer and the economy as — 
a whole to fluctuation in export prices. Cycles of rising prices led to land booms 
and speculation; while periods of declining prices brought farm mortgage foreclo- 
sures, unemployment, and general distress. 


The Labor Party, coming to power in November 1935, advocated guaranteed prices 
to farmers as a means of insuring stability of farm income in the face of fluctuat- 
ing prices in the world market, in which the bulk of their production was sold. The 
proponents of fixed prices, moreover, held that such a policy would reduce land 
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speculation, stabilize farm-labor employment, permit higher wage levels, and, by 
eliminating the marketing problem for the farmer, leave him free to concentrate his 
energies upon the problems of production. 


Guaranteed Prices for Dairy Products 


In May 1936, the Primary Products Marketing Act was passed, establishing fixed 
prices under Government control for dairy products and providing also for the further 
extension of this principle to other farm products. The act directs that such con- 
siderations as "the costs involved‘in efficient production" and "the general stand- 
ard of living of persons engaged in the dairy industry” shall be taken into account 
in determining prices. Moreover, the prices fixed "shall be such that any efficient 
producer engaged in the dairy industry under usual conditions and in normal circur- 
stances should be assured of a sufficient net return from his business to enable him 
to maintain himself and his family in a reasonable state of comfort." 


Under the terms of the act, the New Zealand Government assumed ownership of 
all butter and cheese exported from the country after August 1, 1936, and farmers 
are paid fixed prices for their produce. Administration of the scheme has been dele- 
gated to the Primary Products Marketing Department, which was established by the act. 
This department is headed by a director of markets, who is appointed by, and is re- 
sponsible to, the Minister of Markets, a Cabinet officer. Its duties are to deter- 
mine the fixed price to producers and to undertake all activities, such as handling, 
insurance, transportation, and storage, incidental to the disposition of surplus 
produce in foreign markets. 


The theory behind this guaranteed-price plan is that the surplus the Govern- 
ment obtains from the sale of produce above the world price during a period of high 
prices will offset deficits incurred during periods of low world prices. S&ssential- 
ly, therefore, the aim of the legislation is to pay currently to farmers the price 
for their produce that approximates the long-time average of world prices. Under 
this plan of operation, theoretically at least, the scheme is approximately self- 
financing. 1n any event, no special provisions are made in the act to bear the cost 
of the guaranteed-price plan other than temporary financing of possible deficits and 
administrative expenses. 


Criticisms of Guaranteed-Price Scheme 


The success of the guaranteed-price scheme, therefore, rests upon the Govern- 
ment's ability to anticipate the course of future world prices in order to determine 
what the guaranteed price should be, and its political courage to set the price at 
that level. Since no provision is made for production control, the delicate opera- 
tion of determining a fixed price that permits surpluses to balance deficits appears 
even more difficult. Moreover, there would seem to be a fundamental contradiction 
in the act itself. On the one hand, the Government, in setting the price at which 
it will buy from producers, is directed to take into account such considerations as 
"reasonable state of comfort" of the producers, "the costs involved in efficient pro- 
duction,” and "the general standard of living,” all of which relate to conditions 
within New Zealand. On the other hand, the Government has to sell the dairy products 
at world prices, which are determined by a multiplicity of factors largely unrelated 
to New Zealand conditions or the above price-fixing considerations. 


Since the guaranteed-price plan has been in operation, the general tendency 
has been to increase the fixed price to farmers. Moreover, considerable opposition 
has developed among farming interests on occasions when suggestions were made to: 
reduce the guaranteed price. For the 1936-37 season, the Dairy Industry Account 
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showed a deficit of £262,000. World prices for butter and cheese rose the next 
season, sO that a surplus of £555,000 was realized. Estimates based on the current 
guaranteed price for the 1938-39 season indicate a deficit of about £1,535,000, 
leaving a net deficit of about £980,000 for the first 3 years of operation. 


The operation of the guaranteed-price scheme, of course, is always confronted 
by the possibility of rapidly mounting deficits, caused by a prolonged period of 
declining world prices. To some extent, burdensome deficits may be averted by re- 
ducing substantially the guaranteed price when the danger becomes apparent, although 
this step might be difficult or imexpedient for political reasons. While certain 
intermediary stages might ensue from excessive deficits, ultimately the result would 
be increased taxation, the incidence of which in a country like New Zealand would 
fall largely upon the farming population. 


While the cost of production has tended to rise, guaranteed prices have con- 
tributed substantially to increased prosperity among dairy farmers. The country as 
a whole has also benefited by greater business activity. Because of this, imports 
of industrial goods. tended to increase so much that, late in 1938, the Government 
found it necessary to announce an import-licensing- system in order to check the 
alarming diminution of its overseas funds. 


UNITED KINGDOM 


Price fixing has been an important feature in some of the various marketing 
schemes for agricultural products established in the United Kingdom under the Agri- 
cultural Marketing Acts of 1931 and 1933. Price fixing applies to wheat, fluid milk, 
hogs for cured pork, and hops. Provision for the payment of contract prices to des- 
ignated growers of sugar beets obtains under the Sugar Subsidy Act. For several 
other commodities, however, such as potatoes, fat cattle, andeggs (Northern Ireland), 
the marketing schemes, or other form of Government aid, do not involve price fixing. 


Major Price-Control Schemes 


_ Wheat - Growers of wheat in the United Kingdom are assured a fixed price for 
a definite quota of millable-quality wheat under the Wheat Act of 1932. The guaran- 
teed price if 10 shillings per hundredweight (approximately $1.25 per bushel) on a 
total quantity of wheat not exceeding 67,200,000 bushels (50,400,000 bushels until 
1937-38) . Producers are allowed to extend their acreage and production, but when- 
fever total sales of home-grown millable wheat exceed the specified maximum, the sub- 
Sidy rate is reduced proportionately in order to spread the subsidy fund over the 
excess sales. 


The amount of the subsidy payment necessary to compensate wheat growers for 
the difference between the guaranteed price and the price at which the wheat is ac- 
tually sold depends on the average selling price received by all growers during a 
given crop year and not on the price at which an individual grower sells. Conse- 
quently, there is some variation among farmers individually in the total amount 
(subsidy payment plus actual selling price) received for their millable wheat, in- 
asmuch as those growing the best-quality wheat receive a higher market price plus 
the same subsidy payment per bushel as the others. 


Funds for making the subsidy payments to British wheat growers are derived 
from an excise tax (revised from time to time) on all flour delivered in the United 
Kingdom; that is, imported flour and flour milled in the United Kingdom from either 
home-grown or imported wheat. Imported flour represents around one-tenth of the to- 
tal flour delivered. On the other hand, imported wheat represents three-fourths or 
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more of the United Kingdom's total wheat requirements. Subsidy (or deficiency) pay- 
ments toBritish wheat growers on their production for the 1937-38 crop year amounted 
to the equivalent of about $10,000,000. Payments for the crop year 1933-34, however, 
totaled more than $30,000,000. 


Under the beneficial influence of the British wheat-subsidy plan, as outlined 
above, wheat production in the United Kingdom rose from 37.8 million bushels in 1931 
to 73.'2 million bushels in 1938, while the harvested wheat acreage rose during the 
same period from 1.25 million to 1.93 million acres. At the same time, however, there 
was a decline in the acreage of barley and oats, the harvested acreage of barley de- 
clining from 1.1 million acres in 1931 to less than 1 million acres in 1938, and oats 
from 2.8 million acres in 1931 to 2.4 million acres in 1938. Barley producers are 
voicing demands through growers' organizations for more effective Government aid, it 
being proposed, among other things, that a standard-price system be established for 
barley similar to that for home-grown millable wheat. There is some dissatisfaction, 
also, on the part of oat producers with the existing system of Government aid. 


British wheat growers have benefited materially from the subsidy payments un- 
der the Wheat Act of 1932, inasmuch as acreage and production have increased and they 
have enjoyed a stabilized price for their product at a level substantially above 
world market prices.» Flour consumption has remained relatively unchanged since the 
Wheat Act came into operation. Available statistical evidence does not show that 
bread prices have been increased proportionately to the extra cost of the excise tax 
on flour. I1t seems likely that a large share of this excise tax has been borne by 
wheat imported into the United Kingdom, where it represents around three-fourths of 
the country's total annual wheat requirements. Obviously, this method would not be 
possible in a country on an export ‘basis for wheat. 


Fluid milk - Milk accounts for more than one-fourth Of the total value of the 
United Kingdom's agricultural output and is twice as important in value as any other 
single farm product. In October 1933, the Milk Marketing Scheme was introduced. It 
Was amended in 1936 and again in 1937, but its basic provisions have remained un- 
changed. With certain exceptions, all producers must be registered and must market 
their milk at prices established by the producer-elected Milk Marketing Board, which 
negotiates prices and terms of sale with distributors. The established prices vary 
according to area, season, and purpose for which the milk is to be utilized, higher 
prices being fixed for milk for fluid consumption than for milk for manufacturing 
dairy products, such as butter, cheese, condensed milk, and dried milk. [he resale 
Or retail prices paid for milk by consumers are also fixed at specified minima by the 
Board and vary as between different-sized localities. 


Under the Milk Marketing Board's pooling plan, the lower prices obtained for 
milk for manufacture into dairy products are averaged with the higher returns for 
milk for fluid consumption (which accounts. for around 65-75 percent of the total) in 
the 11 regional pools that have been established for that purpose. The resultant 
pool prices are again adjusted to certain interregional differentials occasioned by 
lower unit pool returns in the regions disposing of a large proportion of their out- 
put in milk for manufacture. The fluid-milk prices fixed by the Board range from the 
equivalent of 26 to 36 cents per imperial gallon (1.2 United States gallons) accord- 
ing to the month and the region concerned, while those for milk for manufacture into 
dairy products range from about 10 to 18 cents per gallon, according to the product 


for which it is intended. 


Average milk prices obtained by all producers have been well maintained under 
the Milk Marketing Scheme. There has also been a substantial increase in total milk 
sold on farms, although some of this increase represents milk formerly made into 
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butter or otherwise utilized on the farms where produced but now sold as milk for 
fluid consumption because of the more attractive returns. The increased proportion 
of milk sold for manufacture into dairy products, however, has had a depressing ef- 
fect on pool prices to producers, or rather has prevented the unit pool prices from 
rising to a higher level. 


Froducers of milk for fluid consumption near London and some of the other 
population centers complain that they are compelled to bear adisporportionate share, 
through pooling and interregional adjustments, of the lower prices obtained for milk 
for manufacture into dairy products in certain regions where milk for that purpose 
represents a large share of the regional milk output. For milk producers as a group, 
however, the Milk Marketing Scheme has no doubt improved total income over what it 
would have been without the scheme. Subsidies from the Public Treasury in connection 
with the Milk Marketing Scheme, however, are estimated to have ranged from around 
$5,000,000 to as much as $10,000,000 for a 12-month period. 


From the consumer's standpoint, results of the Milk Marketing Scheme have not 
been so satisfactory for him as for the milk producer. Per-capita consumption of 
fluid milk does not appear to have gained in proportion to the increase in total milk 
sold on farms, much of this increase representing milk utilized in the manufacture 
of dairy products. Retail prices of fluid milk are comparatively high, and Great 
Britain's per-capita consumption continues to be low. Under Government subsidy milk 
at reduced prices is now provided to elementary schools, but the standard retail 
price remains relatively high for a great number of persons in the lower-wage groups. 


In November 1938, the Government introduced in Parliament a new Milk Industry 
Bill, providing for modifications in the present set-up "to secure increased consump- 
tion of liquid milk in order to assist the milk industry to become permanently self- 
supporting and profitable." The bill would have created an independent commission to 
review milk prices, rationalize and provide economies in milk marketing, provide 
price insurance on milk used for manufacture into dairy products, and provide for 
the regulation of imports. The bill was later withdrawn. 


Hogs and bacon - About one-third of the marketable hogs produced in the United 
Kingdom are used for bacon. The hog- and bacon-marketing schemes in effect between 
September 1933 and December 1936 were designed to expand the home bacon industry 
through providing for contracts between producers of bacon-type hogs and bacon cur- 
érs (cured-pork processors). Those contracts were implemented with a price formula 
whereunder the basic price per score of 20 pounds was related tothecost of a “stand- 
ard feed-stuffs ration," and later the price formula was expanded to include certain 
other factors. Toward the close of 1936, however, producers became dissatisfied be- 
Cause open-market prices for hogs exceeded contract prices, and the hog- and bacon- 
marketing schemes fell into abeyance through discontinuance of the price-contract 
feature. Nevertheless, the marketing schemes contributed to the expansion of hog 
production, and hog numbers rose from 3.31 million head in 1933 to 4.56 million head 
in 1936. 


Under the Bacon industry Act, 1938, a new contract system is provided for 
between British bacon factories and producers of bacon-type hogs, calculated to 
eliminate much of the risk heretofore involved in hog production on account of fluc- 
tuations in feed costs. In the new contracts, effective December 1, 1938, the price 
to be paid for bacon hogs is related solely to feeding costs. The "standard price" 
for bacon hogsis fixed at 12s.6d. per score of 2 pounds ($14.60 per 100 pounds) when 
feed prices for the “standard ration" are 8s.6d. per hundredweight ($1.77 per 100 
pounds}. Higher or lower prices proportionate to increases or decreases in cost of 
the standard ration will obtain. When bacon factories are obliged to pay contracting 
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producers more than the standard price mentioned for bacon-type hogs, the Government 
will reimburse the curer by a subsidy. When the curer pays the producer less than 
the standard price, he will be obliged to pay'the difference to the Government. 


This scheme of guaranteed prices to producers of bacon-type hogs is limited to 
a maximum of 2,100,000 hogs the first year, 2,400,000 the ‘second year, and ‘2,500,000 
hogs the third year; and the standard guaranteed price (12s.6d. per score) is to be 
reduced slightly in the second and third years. At the time farmers were Signing the 
new contracts, to be effective December 1, 1938, feed prices were unusually low in 
relation to hog prices, with the result that only approximately 1.5 million hogs were 
offered under the first year's contfact, which is materially less than curers' re- 
quirements during recent years. The Marketing Board, however, has guaranteed that 
nonparticipating producers will not receive higher prices than those who participate 
and that any additional hogs for curing may be purchased only through the Board. 


Sugar beets - Subsidy payments to British beet-sugar factories, in effect 
Since the Sugar Subsidy Act of 1924, enable such factories to contract with sugar- 
beet growers each year for the delivery of their crop at fixed prices. Contract 
prices for sugar beets are determined by a Permanent Sugar Commission unless produc- 
ers themselves are successful in negotiating contract prices with the British Sugar 
Corporation, an amalgamation of all the sugar factories. The Sugar Subsidy Act was 
changed in 2936 to limit the annual subsidy received by beet-sugar factories to 
560,000 long tons of sugar, white equivalent, which is the estimated normal output 


from 375,000 acres planted to sugar beets. 


Sugar produced from home-grown beets has risen from around 15,000 tons (re- 
fined basis) in 1923-24 to 469,600 tons in 1937-38, the latter representing almost 
25 percent of the United Kingdom's total sugar requirements, compared with a domes- 
tic output of about 8 percent in 1923-24. Contract prices paid by the sugar fac- 
tories to sugar-beet growers have not fluctuated greatly from year to year, the 
annual average price paid per ton of beets having ranged between about 36s. and 


42s.8d. during 1932-1937: 


During the first 13 years of the beet-sugar subsidy, however, Government pay- 
ments to the sugar industry aggregated about £39,000,000 and revenue abatement to- 
taled about £18,000,000. This total of £57,000,000 in Government aid is approximate- 
ly equal to the amount received by the growers for beets delivered to the sugar-beet 
factories during the same 13-year period. This would indicate that the Government 
virtually paid for the raw material utilized by the factories and that the price re- 
ceived from the refined product in the British market was largely absorbed by the 
refining and distribution costs plus profit. On the other hand, the increase in 
Sugar-beet cultivation has contributed to improved soil fertility, and, because of 
the large amount of hand labor involved in this crop, has tended to retard the gen- 
eral decline in the number of agricultural workers in Great Britain during the last 
few years. Furthermore, retail prices of sugar in Great Britain are lower than in 
most of the industrial countries of the world, including the United States. 


Hops - Only about 18,000 acres are devoted to hops, but the value of the crop 
is considerable. The hop-marketing scheme, established in 1932 and amended in 1934, 
provides for a producer-controlled Hops Marketing Board, which allocates production 
quotas and has monopolistic control over the sale of hops. All home-grown hops must 
be sold through the Hops Marketing Board at fixed prices. Imports are restricted 
voluntarily, through an understanding with British brewers, to 15 percent of total 
domestic requirements. If this percentage should be exceeded, the, Government is 
authorized to impose quotas during the following season. 
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In 1934, the brewers agreed with the Hops Marketing Board to pay an average 
price for domestic hops of £9 per hundredweight (around $37.50 per 100 pounds at cur- 
rent exchange), with suitable differentials for variety and grade, during the ensu- 
ing 5-year period. This compares with an average price of £8 10s. per hundredweight 
during the s-year period 1927-1931 (although for 1930 the average price was less than 
£5 per hundredweight) . 


Hop production has been stabilized at around 28,000,000 pounds per year and 
imports at an average level of around 4,480,000 pounds. The price of hops represents 
a small fraction only of the cost of beer so that consumers have not been injured by 
the hop-marketing scheme. Criticism, however, has been expressed of the extreme 
monopolistic characteristics of the scheme, together with its effect of depriving 
those hop growers who had reduced their acreage or shifted to other crops before the 
production quotas were established of an equitable opportunity to grow hops. 


Current Movement Toward Guaranteed Prices 


The leading British farmers' organization, the National Farmers' Union, an- 
nounced several months ago its demands for guaranteed prices on domestic production 
(as in the wheat scheme) supported by Government subsidies, coupled with stricter 
quantitative regulation of agricultural imports reinforced by higher tariffs when 
import quotas become ineffective. 


Despite the very considerable amount of aid extended to farmers by the Brit- 
ish Government, there has been much dissatisfaction among farm groups. As a result, 
the present trend is toward the extension of aid to products not now provided for, 
and above all a shift in the type of aid for the various products to that of guaran- 
teed prices along the lines of the existing wheat-subsidy plan. Since total agricul- 
tural production can be increased but little because of the limited area available, 
such aid will presumably take the form of higher prices or of subsidies to farmers. 
This means either a heavier direct burden on.urban consumers or additional taxes on 
the entire population. 


